HEALTH SERVICES AND DEVELOPMENT AGENCY MEETING

NAME OF PROJECT:

PROJECT NUMBER:

ADDRESS:

LEGAL OWNER:

OPERATING ENTITY:

CONTACT PERSON:

DATE FILED:

PROJECT COST:

FINANCING:

REASON FOR FILING:

DESCRIPTION:

August 27, 2014

APPLICATION SUMMARY

Alexian Village Health & Rehabilitation Center
CN1406-026

622 Alexian Way
Signal Mountain (Hamilton County), Tennessee 37363

Alexian Village of Tennessee
437 Alexian Way
Signal Mountain (Hamilton County), Tennessee 37363

Alexian Village of Tennessee, Inc.

437 Alexian Way
Signal Mountain (Hamilton County), Tennessee 37363

Christopher C. Puri
(615) 252-4643

June 13, 2014

$22,718,854

Cash Reserves

The replacement of a 114 bed nursing home. The
nursing home beds in this project are NOT subject to

the 125 bed Nursing Home Bed Pool for the July 2014-
2015 state fiscal year period.

Alexian Village Health & Rehabilitation Center (Alexian Village or AVT), a
Continuing Care Retirement Community (CCRC) located on a 28 acre campus
in Signal Mountain (Hamilton County), Tennessee, seeks approval for the
replacement of its one hundred and fourteen (114) bed facility that was
originally approved at the January 25, 2012 Agency meeting in CN1110-042AE.
Although construction of the replacement facility on a 3.4 acre site on the CCRC
campus is in its final phases, the Certificate of Need expired on May 1, 2014
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before final inspection and occupancy approval by the Tennessee Department of
Health was completed. The applicant has been placed under CONSENT
CALENDAR REVIEW in accordance with TCA 68-11-1608(d) and Agency Rule
0720-10-.05.

The project involves no change to the nursing home’s 114 licensed bed
complement. No new services will be initiated and no services will be
discontinued. As originally approved in CN1110-042A, the project did not
impact the 125 bed nursing home bed pool (2011 - 2012 bed pool). nor does it
impact the current nursing home bed pool. Following completion of this and all
other phases of the applicant’s strategic master facility plan, the campus will
have 310 independent living units, 61 licensed assisted living beds, and 114
skilled nursing home beds. The current nursing home will be renovated to
provide the full complement of assisted living units.

SERVICE SPECIFIC CRITERIA AND STANDARD REVIEW

CONSTRUCTION, RENOVATION, EXPANSION, AND REPACEMENT OF
HEALTH CARE INSTITUTIONS

1. Any project that included the addition of Beds, Services, or Medical
Equipment will be reviewed under the standards for those specific
activities

Not applicable to this application.

2. For relocation or replacement of an existing licensed health care
institution:
a. The applicant should provide plans which include costs for both
renovation and relocation, demonstrating the strengths and
weaknesses of each alternative.

The applicant indicates the 1984 facility has outlived its design’s life cycle.
They considered renovation of the existing facility as an option within its
strategic facility master plan. However, site restrictions, locations of
existing structures, topographical limitations and cost considerations lead
the applicant to choose this proposed alternative.

It appears this criterion has been met.

b.  The applicant should demonstrate that there is an acceptable
existing or projected future demand for the proposed project.
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The project is part of a continuing care retivement community which draws
most of its patients from within the AVT community. Current occupancy
is 87%. With a newly designed facility with significantly more private
rooms and upgraded amenities, the applicant projects the occupancy to
grow to 94% and 96% in Year 1 and Year 2, respectively, following
completion of the project.

It appears this criterion has been met.

3. For renovation or expansions of an existing licensed health care
institution:

a. The applicant should demonstrate that there is an acceptable
existing demand for the proposed project.

Not applicable to this application.

b. The applicant should demonstrate that the existing physical plant’s
condition warrants major renovation or expansion.

Not applicable to this application.
STAFF SUMMARY

Note to Agency members: This staff summary is a synopsis of the original
application and supplemental responses submitted by the applicant. Any HSDA
Staff comments will be presented as a “Note to Agency members” in bold italics.

Summary

History

e January 25, 2012- CN1110-042, Alexian Village Health and Rehabilitation
Center, is considered for the replacement of an existing 114-bed nursing
home but deferred 60 days so the applicant can provide additional
financial information related to expenses, charity care, and management
fees.

* March 28, 2012 — Approved with an expiration date of May 1, 2014.

e October 2012-Applicant provided brief update regarding site work.

e January 30, 2013-Applicant’s representative notified via e-mail that annual
progress report was due on May 1, 2013.
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June 2013-Annual Project Report was requested again via e-mail with no
response.

February 25, 2014— Applicant’s representative notified via e-mail
regarding May 1, 2014 expiration date and that the May 2013 Annual
Progress Report had not been received. Requested an update as to
whether the project was in progress, complete, or not expected to be
implemented.

March 3, 2014-Alexian Village CEO notified Agency via e-mail that the
project was underway with a planned completion date in May 2014.

April 23-24, 2014-TDH Life Safety inspection

May 6, 2014-TDH Plans Review staff contacted Agency regarding expired
CON

May 7, 2014 —HSDA General Counsel letter to applicant noting expiration
date.

May 30, 2014—Applicant filed a request for a formal Agency
determination that CN1110-042A was implemented prior to its expiration
on May 1, 2014. The applicant contended that based on communication
between Alexian and a Life Safety Code Inspector from the Tennessee
Department of Health, who inspected the replacement nursing home on
April 23-24, 2014, the facility was ready for occupancy. The determination
request was scheduled to be heard at the June 25, 2014 Agency meeting.
June 3, 2014 — Bill Harmon, TDH, notified HSDA Executive Director that a
final inspection had not occurred nor could occupancy be recommended.
June 12, 2014-Request for consideration of Emergency CON “as an
additional mechanism for the HSDA to allow the new facility to open and
begin serving residents.”

June 13, 2014 — Applicant filed CN1406-026 accompanied by a request for
Consent Calendar Review.

June 19, 2014-Emergency CON request withdrawn

June 23, 2014 — Agency Determination Request withdrawn.

August 27, 2014-CN1406-026 scheduled for consideration.

Ownership Information

Alexian Village of Tennessee, Inc. (AVT) is a Tennessee non-profit corporation
licensed and doing business in the state of Tennessee. AVT is an affiliate of the
Alexian Brothers Health System, Inc. based in Arlington Heights, Illinois.
Alexian Brothers Health System, Inc. is the parent of AVT. Alexian Village is a
not-for-profit ministry of the Alexian Brothers, a worldwide Catholic order with
a nearly 800-year history of humanitarian service. Note to Agency members: On
December 28, 2011, Alexian Brothers Health System of Arlington Heights, Illinois and
Ascension Health of St. Louts, Missouri finalized their partnership clearing the way for
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the two Catholic health systems to merge. The applicant had informed the HSDA of the
ongoing merger process during the application process and updated the information on
January 5, 2012. Per the June 30, 2014 supplemental response, the applicant states that
an Affiliation Agreement between the parties went into effect in January 2012.

Facility Information

AVT provides a life care community continuum of care concept and offers
a full range of services from senior living to skilled nursing care.

AVT has successfully operated a skilled nursing facility on the AVT
continuing care retirement community campus since opening in February
28,1984.

Occupancy of the nursing home as reported by AVT to the Department of
Health was 90% in 2011, 88% in 2012 and 85% in 2013.

The replacement nursing home contains approximately 99,739 total gross
square feet of space, a slight decrease from 101,426 square feet of space
planned in CN1110-042A. The existing facility built in 1984 contains
approximately 47,066 total square feet of space.

The new facility contains four long term care “neighborhoods” on 4 floors
of the building. Each neighborhood contains common areas for visiting
and relaxation.

The facility has 114 total private rooms, including 54 private rooms with
private bathrooms and 60 private rooms with shared bathrooms.

A comparison of the bed allocation by type of room is shown in the table
below.

Alexian Village of Tennessee
Historical and Proposed Bed Allocation

Existing Facility Replacement Facility
671 Alexian Way 622 Alexian Way
Private Rooms 6 - |
Semi-private Rooms 54 (108 beds) 0
Private Rooms with Shared Bath 0 60
Beds 114 beds 114 beds
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Project Need:
As noted, the purpose of this project is to request approval for a new certificate
of need to replace CN1110-042A that expired on May 1 2014 before final
inspection & permits by TDH were completed. The applicant notes the following:
 Construction of the new 99,739 square foot nursing home began in June
2012. The facility currently awaits final inspection by TDH and issuance of
an occupancy permit.

* Total construction cost incurred by the applicant is approximately
$18,433,154 or $161,694 per bed in lieu of the $179238 approved in
CN1110-042A. The costs per bed compare favorably to the range
($160,000- $223,000) for similar nursing home replacement projects (page
14, application)

e The applicant states that the failure to properly execute and implement
CN1110-042A was an oversight by Alexian Village management and its
contracted agents. The applicant missed filing its 2013 Annual Progress
Report and did not submit an extension request which is required prior to
expiration of the Certificate of Need. The result is the filing of this
application.

The need for the replacement nursing home was actually documented and
established in CN1110-042A. It appears to have been based, in part, on
recommendations of a market feasibility study presented by Larson Allen, Inc. a
leading national consultant in the senior housing and long term care sectors. The
consultant’s market study significantly helped in the development of a master
strategic plan to resolve concerns of the residents, staff and community. As part
of the plan, a replacement nursing home facility addresses the following:
e A focus on a residential, person-centered concept of care in lieu of an
institutional model.
* Transition from mostly semi-private rooms to all private rooms and
common areas.
* Provides additional space for dedicated assisted living beds focusing on
dementia and memory care services.
* State of the art facility with dedicated patient areas designed for type of
service needed, including short term stay rehabilitation service.

Service Area Demographics:
Alexian Village’s declared service area is Hamilton County.
* the total population of Hamilton County is expected to increase by 1.0%
from 347,451 residents in 2014 to 350,924 residents in 2016.
* The overall statewide population is projected to grow by 1.84% from 2014
to 2016.
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e The Hamilton County 2014 age 65 and older category will increase by

approximately 5.7% from 56,269 residents in 2014 to 59,484 in 2016
compared to a statewide increase of 6.1%.

The 65 and older population cohort presently accounts for approximately
17% of the total county population compared to a state-wide average of
15.5%.

The number of Hamilton County residents enrolled in the TennCare
program is estimated at approximately 16% of the total county population
compared with the state-wide average of 17.3%.

Historical Utilization:

The project does not request additional nursing home beds using the bed need
formula from the criteria for nursing homes in Tennessee’s Health, Guidelines
for Growth, 2000 Edition. The applicant’s estimate of bed need and the utilization

of existing nursing homes in the service area is summarized as follows:

12 existing nursing homes containing a total of 1,779 nursing beds

30 unimplemented beds in Chattanooga-Hamilton County Hospital
Authority, CN1012-056A.

615 additional beds needed in Hamilton County in calendar year (CY)
2014 increasing to 814 additional nursing home beds in CY2016.

combined occupancy of the 12 nursing homes was 85% in CY2012, 84% in
CY2011 and 87% in CY2010

The applicant reports total occupancy of 85% in CY2013, a decrease from 88% in
CY2012. The applicant’s historical utilization is noted in the table below.

Lic Beds| Mcare | Mcare | Other | Non Total | % Occup| %Occup | % Occup
beds Skilled | Skilled | Skilled | ADC | 2013 2012 2011
ADC ADC | ADC |2013
2013 2013 2013
114 114 15 |4 78 96 85% 88% 90%

e Total census declined by approximately 6% from CY2011 to CY2013
* Non-skilled ADC decreased from 86 patients/day in CY2011 to 78
patients/day in CY2013
* Medicare skilled ADC remained relatively unchanged at an average of 16
patients/day
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Projected Utilization:
The applicant expects the average daily census (ADC) of the 114 bed proposed
replacement facility to increase from approximately 100 patients per day in CY
2014 to 109 patients per day in Year 2 of the project (CY2016). As a result, facility
occupancy is projected to grow from 88% to approximately 96% through Year 2.
Some of the factors that may contribute to same are as follows:

* The increase in private rooms (from 6 to 114)

* The replacement facility will be a new state-of-the-art facility

* Substantially more space devoted to patient care and comfort, including

walking paths and various upgraded amenities
* Increase in skilled, short term stay Medicare patient census

Project Cost:

Major costs of the $22,718,154.00 total project cost are:
e Construction $18,433,154
e Site Preparation $1,580,000
e Contingency $2,000,000

A letter dated June 30, 2014 was provided by the managing partner of the
architectural firm in the 6/30/14 supplemental response confirming the cost,
square feet and compliance with all applicable building and safety codes of the
project. In the letter, the architect states that the “Tennessee Department of
Health has done a pre-final inspection of the new facility and found it to be
compliant with all codes and in a condition to be recommended for approval for
occupancy” (page 61 of supplemental response)

The estimated final cost per square foot for total space is approximately $184.81,
a slight increase from $170 per SF in CN1110-042AE. The project is a multi-story
facility because of the geographic limitations and topographical features of the
AVT community. The proposed construction cost of $184.81 is above the 3rd
quartile of $176/SF for statewide new construction nursing home projects from
2011 through 2013. Please see the table that follows:

Nursing Home Construction Cost Per Square Foot
Years: 2011 - 2013

Renovated New Total
Construction Construction Construction -
1st Quartile $25.00/sq. ft. $152.80/sq. ft. $94.55/sq. ft.
Median $55.00/sq. ft. $167.31/sq. ft. $152.80/ sq. ft.
3rd Quartile $101.00/ sq. ft. $176.00/sq. ft. $167.61/sq. ft.
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Source: CON approved applications for years 2011 through 2013

Historical Data Chart:
The revised Historical Data Chart provided in the first supplemental response
includes changes to the allocation of the nursing home’s costs for expense
categories such as employee benefits, purchased/ contract services and property
insurance. Key financial performance highlights are as follows:
* Gross Inpatient Operating Revenue- decreases by approximately 13%
from $7,399,847 in 2011 ($196.74/ day) to $6,568,692 in 2013 ($186.70/ day)
¢ Operating Expenses - significant $1,239,287 decrease in employee salaries
and wages ($1,239,287) and supplies ($699,757) from 2011 to 2013
» Net Operating Income (after depreciation and fees to affiliates) -Losses of
($935,805) in 2011, ($443,855) in 2012 and ($660,622) in 2013.

Projected Data Chart:
Per the revised chart in the 6/30/14 supplemental response, the applicant
projects gross inpatient operating revenue of $9,860,866 on 38,326 patient days
($257.28 per patient day) in the first year of the project; increasing by
approximately 10.2% to $10,863,634 on 38,925 patient days in the Year 2 (average
daily census of 107 patients per day). The Projected Data Chart reflects the
following;: '
e Net operating income (NOI) is $223,977 in Year 1 increasing by
approximately 110% to $471,028 in Year 2
e Before depreciation (estimated at $950,364 per year), projected NOI is
$1,421,392 or approximately 12.12% of gross operating revenue in Year 2.

Charges:
The average charges in Year 1 of the project are identified in replacement page 34

of the application. Highlights are as follows:
* The average gross charge in Year 1 is approximately $257.28 per day.
e By category, the Medicare rate is projected at $424.28/day; the single
room private pay rate is $291.59 and the double room private pay rate
(shared bathroom) is $204.

Payor Mix:
The facility will continue to be certified for participation in Medicare, but has not
participated in the Medicaid program for several years. Much of the patient
population is driven from the AVT campus.
* Medicare payor mix is expected to increase from 16% in 2012 to 29% in
2016.
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* Private/Self-Pay Payor Mix is expected to decline from approximately
60% in 2012 to 50% in 2016.
* The payor mix of other payors is not expected to significantly change.

Financing:

The project will be funded with cash reserves already approved and committed
by the Alexian Brothers Health System (ABHS). A June 26, 2014 letter from the
Directory Treasury and Capital Finance of the Alexian Brothers Health System
was provided in the 6/30/14 supplemental response attests to the payments
made to the contractor ($19,786,209) and the amount being held in escrow at First
Tennessee bank ($992,983).

Staffing:

Staff for the facility will increase from 210 full-time equivalent (FTE) personnel to
225 FTE’s in 2014 and 233 FTE’s in 2015, including 156 Direct Care FTEs. See the
Staffing Comparison Chart in Attachment C.3.a.

Licensure and Accreditation:

Alexian Village has an active license issued by the Department of Health that
expires May 12, 2015. The nursing home has been licensed and certified for
participation in the Medicare program for many years. The current facility
continues to serve as the residence for AVT’s nursing home residents until they
can be transferred to the proposed replacement facility when final inspection and
occupancy is granted, subject to approval of this certificate of need application.
With this in mind, Alexian Village’s most recent survey by the Department of
Health was June 26, 2013. The findings are summarized in the Department’s
summary report of the application and appear to indicate that the nursing home
is in substantial compliance with licensure requirements.

The applicant has submitted the required corporate and property documentation, real
estate deeds, as well as transfer and affiliation agreements with related institutions. Staff
will have a copy of these documents available Jor member reference at the Agency
meeting. Copies are also available for review at the Health Services and Development
Agency office.

Should the Agency vote to approve this project, the CON would expire in two
years.
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CERTIFICATE OF NEED INFORMATION FOR THE APPLICANT

There are no other Letters of Intent, pending applications, denied applications, or
outstanding Certificates of Need for this applicant.

CERTIFICATE OF NEED INFORMATION FOR OTHER SERVICE AREA
FACILITIES:

There are no other Letters of Intent or pending applications for other health care
organizations in the service area proposing this type of service.

Denied Applications

Shallowford Healthcare, LLC, CN1206-028D was denied at the December 12,
2012 Agency meeting for the conversion and renovation of a mental health
residential treatment facility for use as a 30 bed nursing home at 7429
Shallowford Road in Chattanooga (Hamilton County), Tennessee. The
application was denied by unanimous vote of the HSDA members on the basis of
its failure to establish need for 30 beds from the 2011-2012 nursing home bed
pool, to meet statutory criteria set forth in the State Health Plan and the general
criteria of the Health Services and Development Agency. The estimated project
cost was $4,631,397.25

QOutstanding Certificates of Need

Erlanger North Hospital, CN1012-056AE, has an outstanding Certificate of Need
that will expire on November 1, 2014. The CON was approved at the March 23,
2011 Agency meeting for the establishment of a nursing home and conversion of
thirty (30) acute care beds to thirty (30) skilled nursing beds. The additional
thirty (30) nursing home beds are subject to the 125 bed Nursing Home Bed Pool
for the July 2010 to June 2011 state fiscal year period. Estimated project cost is
$1,477,052.00. Project Status: The expiration date was extended from May 1, 2013 to
November 1, 2014 (18 months) per approval at the March 27, 2013 Agency meeting. Per
an annual progress recetved on July 7, 2014, Erlanger expects to complete the project
before the expiration date of November 1, 2014. The annual progress report also noted
that Erlanger has entered into an agreement with an existing skilled nursing provider,
Standifer Place, to develop and implement a demonstration project for the admission of
Erlanger’s eligible patients needing nursing home care as an alternative to implementing
CN1012-056AE. Further, the report states that Erlanger expects to complete evaluation
of the demonstration project and return CN1012-056AE should the evaluation determine
the efficacy of the program.
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PLEASE REFER TO THE REPORT BY THE DEPARTMENT OF HEALTH,
DIVISION OF HEALTH STATISTICS, FOR A DETAILED ANALYSIS OF
THE STATUTORY CRITERIA OF NEED, ECONOMIC FEASIBILITY, AND
CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTH CARE
IN THE AREA FOR THIS PROJECT. THAT REPORT IS ATTACHED TO
THIS SUMMARY IMMEDIATELY FOLLOWING THE COLOR DIVIDER
PAGE.

PJG/ 08/6/2014
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The following shall be published in the "Legal Notices" section of the newspaper in a space
no smaller than two (2) columns by two (2) inches.

NOTIFICATION OF INTENT TO APPLY FOR A CERTIFICATE OF NEED

This is to provide official notice to the Health Services and Development Agency and all
interested parties, in accordance with T.C.A. § 68-11-1601 et seq., and the Rules of the Health
Services and Development Agency, that: Alexian Village Health and Rehabilitation Center, a
114 bed nursing home (Tennessee License Number 102), owned by Alexian Village of
Tennessee, Inc., with an ownership type of a Tennessee non-profit corporation and to be
managed by its owners, intends to file an application for a Certificate of Need for the
replacement of the existing facility. The proposed new facility will remain on the Alexian
Village of Tennessee campus, moving from 671 Alexian Way to 622 Alexian Way, Signal
Mountain, TN, 37377 in Hamilton County. There will be no change in the number of beds at the
facility, no new services will be initiated, and no services will be discontinued. The total cost of
the project is estimated at $22,718.154.

The anticipated date of filing the application is June 13, 2014. The contact person for this project
is Christopher C. Puri, Attorney, who may be reached at Bradley Arant Boult Cummings, LLP,
1600 Division Street, Suite 700, Nashville, TN 37203, 615-252-4643 (Phone), 615-252-4706
(Fax).

Upon written request by interested parties, a local Fact-Finding public hearing shall be
conducted. Written requests for hearing should be sent to-

Andrew Jackson Building, 9th Floor
502 Deaderick Street
Nashville, Tennessee 37243

Pursuant to T.C.A. § 68-11-1607(c)(1), (A) any health care institution wishing to oppose a
Certificate of Need application must file a written notice with the Health Services and
Development Agency no later than fifteen (15) days before the regularly scheduled Health
Services and Development Agency meeting at which the application is originally scheduled; and
(B) Any other person wishing to oppose the application must file written objection with the
Health Services and Development Agency at, or prior to, the consideration of the application by
the Agency.
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1. Name of Facility, Aqency. or Institution 2
Alexian Village Health and Rehaniiaton Center
Name ‘ _
1622 Alexian Way l Hamilton
Streel or Roule County
|Signal Mountain ] |37377 }
City State Zip Code

2. Contact Person Availakic for Responses to Questions
[Chrislopher C. Puri —I IAli'orney ]
Name Title
|Bradley Arant Boult Cummings L1 —I lcpuri@babe.com |
Company Name Email address
[1600 Division St., STE 70U | [Nashvilie | TN ] [37203 |
Street or Route City Slate Zip Code
[Counsel for Project |  [615-252-4643 | [615-262-4706 |
Association with Owner Phone Number Fax Number

35 Owner of the Facility, Agency or Institution
[Alexian Village of Tennessee, inc. | [423-886-0545 |
Name Phone Number
[437 Alexian Way | [Hamilton ; |
Street or Route County
|Signal Mountain | [TN | | 37377 s
City State Zip Code

4. Type of Ownership of Control (Check One)
A.  Sole Proprietorship F. Government (State of TN or
(B;- E,arﬁtﬂedr SFEN% . o, Political Subdivision)

. e H. Joint Venture
oo ooy =] Dmtea bty company
. ‘ lOther (Specify) |

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND
REFERENCE THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.

Alexian Village CON - 6/13/2014 - Page 6 of 249
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Name of Management/Cperating Entity (If Applicable)

|Alexian Village of Tgnnesses, ng |

Name

|4‘.5"/ Alexian Wiy o - | Iliamilton I
Street or Route County

|Signal Mountain e ] ITN | L37377 l
City State Zip Code

PUT ALL ATTACHMENTS AT THE END OF THE APPLICATION IN ORDER AND
REFERENCE THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.

Legal Interest in {iig Site of the Institution {Check One)

A.  Ownership
B. Option to Purchase
C. Leaseof[ __ |Years

D. Option to Lease
E. Other (Specify)[ |

[

I

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND
REFERENCE THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.

Type of Institution (Check as appropriate--more than one response may apply)

A.  Hospital (Specify) | ] | 1. Nursing Home

B. Ambulatory Surgical Treatment J. Outpatient Diagnostic Center [___|
Center (ASTC), Multi-Specialty [ K. Recuperation Center el

C. ASTC, Single Specialty 1 L. Rehabilitation Facility ey |

D. Home Health Agency [ 1 M. Residential Hospice =1

E. Hospice [—1 N. Non-Residential Methadone

F.  Mental Health Hospital | Facility & s |

G. Mental Health Residential O. Birthing Center I
Treatment Facility [——1 P. OtherOQulpatient Facility

H. Mental Retardation Institutional (Specify)| | |
Habilitation Facility (ICF/MR) [ 1 Q. Other(Specify) [ | ==

Purpose of Review (Check) as appropriate--more than one response may apply)

A. New Institution [—1 G. Change inBed Complement
B. Replacement/Existing Facility [Please note the type of change
C. Modification/Existing Facility || by underlining the appropriate
D. Initiation of Health Care response: Increase, Decrease,
Service as defined in TCA § Designation, Distribution,
68-11-1607(4) . Conversion, Relocation] ]
(Specify) [——1 H. Change of Location 1
E.  Discontinuance of OB Services [___| I Other (Specify) | |
F. Acquisition of Equipment | |
7
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8. Bed Complement Data
Please indicate current and proposed distribution and certification of facility beds.
TOTAL
Current Beds Staffed Beds Beds at
Licensed *CON Beds Proposed Completion
A.  Medical [ N I | | L |
B. Surgical [ 1| [ I ] [ f
C. Long-Term Care Hospital [ | 1] | | —
D. Obstetrical [ | | | ] ] L |
E. ICU/CCU i I | | ] [ I
F. Neonatal | 1 | I [ | I &
G. Pediatric [ 1 [ ] ] [ ]
M. Adult Psychiatric [ | 3 1 [ |
[.  Geriatric Psychiatric E—F | ] [ N [ |
J. Child/Adolescent Psychiatric 1 ]| 3 0 1] I I |
K. Rehabilitation | g | I | ] [ 1
L. Nursing Facility (non-Medicaid Certified) I ] | [ ] [ |
M. Nursing Facility Level 1 (Medicaid only) [ i ! 1 | [ | [ |
N.  Nursing Facility Level 2 (Madicare only) [ I} | b1 [E_—_J [nz |
O. Nursing Facility Level 2
(dually certified Medicaid/Medicare) | | | l —3 ——— =t
P ICEMR C O == B
Q. Adult Chemical Dependency ] 1 | [ | ] | ]
R. Child and Adolescent Chemical
Dependency [ 1 [ | | [ ] I |
S.  Swing Beds 0 Eg B =)
T. Mental Health Residential Treatment | IR | | ] [ |
U. Residential Hospice [ [ | 1 I | ]
TOTAL e 3 B =1 [ |
*CON-Beds approved but not yet in service
10. Medicare Provider Number  [145123 |
Certification Type  [Skillad Nursing Facility (SNF) |
11. Medicaid Provider Number  [Notapplicabls i1}
Certification Type [ ]
12. If this is a new facility, will certification be sought for Medicare and/or Medicaid?
13. Identify all TennCare Managed Care Organizations/Behavioral Health Organizations

(MCOs/BHOs) operating in the proposed service area. Will this project involve the
treatment of TennCare participants?[No__ | If the response to this item is yes, please
identify all MCOs/BHOs with which the applicant has contracted or plans to contract.

Discuss any out-of-network relationships in place with MCOs/BHOs in the area.

8
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Section A, Item 4 - Ownership

Alexian Village of Tennessee, Inc. (AVT, Alexian Village, Facility and/or Applic;'gnt) is a
Tennessee non-profit corporation licensed and doing business in the state of Tennessee. AVT
will be the licensee of the replacement nursing home project, and is its sole owner and
manager.

AVT is an affiliate of the Alexian Brothers Health System, Inc. based in Arlington Heights,
lllinois. Alexian Brothers Health System, Inc. is the parent of AVT.

Ownership Chart

Alexian Brothers
Health System, Inc. \

Alexian Village of
Tennessee, Inc.

Alexian Village of
Tennessee
Nursing Facility

Because AVT is a non-profit corporation, there are no individuals who have any ownership
interest in the corporation.

AVT has ownership and/or financial interest in the following other licensed health care facilities
in Tennessee:

Alexian Brothers Valley Resident (Residential Home for the Aged) — located on the
Alexian Village of Tennessee campus.

Section A, Item 5 - Experience

Alexian Village is a not-for-profit ministry of the Alexian Brothers, a worldwide Catholic order
with a nearly 800-year history of humanitarian service. The story of the community begins with

Alexian Village CON - 6/13/2014 - Page 10 of 249



20

the Brothers’ acquisition of the historic Signal Mountain Hotel in 1936. Their original intent was
to use the Inn as a retreat and training center, but before the Brothers began to feel the need to
share their location and mission with others.

Alexian Brothers first opened their doors to elderly men needing rehabilitation, recuperation
from illness or a place to live. Over time, the number of residents and services grew. Then in
1979 the Brothers broke ground for Alexian Village of Tennessee, which today supports a full
spectrum of retirement living resources and serves nearly 600 men and women of all faiths.
Now, the original hotel is The Inn, a comfortable residence and center for resources and
activities. The Alexian Brothers still maintain a residence here and work to fulfill the mission of
Alexian Village: to provide a continuum of services that promote dignity, independence, health,
longevity and meaning. Their long history and our not-for-profit status combine to provide
stability, financial strength and a singular focus on our residents’ care, comfort and quality of life.

AVT, which is often referred to as “Alexian Village” is a continuing care retirement community
that offers a wide variety of services, including the following:

* Independent living units in two-bedroom, one-bedroom and studio configurations, most
with lovely mountain views.

*  Quality assisted living, skilled nursing care and physical rehabilitation are right on the
campus. Residents may move seamlessly from one service to another, and back to
independent living, as physical needs demand.

*  Specialized supportive living for those with Alzheimer's and memory loss is offered, as
well, from Alexian Brothers Valley Residence located nearby.

AVT has been fulfilling its mission of care giving since approximately 1979. It provides a life
care community continuum of care concept and offers a full range of services from senior living
to skilled nursing care so that individual community members can age in a place that they
consider home, with and within their existing friends and church community.

AVT will be the sole owner and manager of the replacement facility. AVT has successfully
operated a skilled nursing facility in this location for many years.

Question 6 — TennCare Managed Care Organizations/Behavioral Health
Organizations:

A copy of the deed for AVT is attached at Attachment A-6 - Applicant Profile, Item 6 - Deed.

Question 13 - TennCare Managed Care Organizations/Behavioral Health
Organizations:

AVT has private and/or Medicare managed care contracts with various hospitals and other
providers in the area. AVT will also maintain Medicare certification, but is not certified for
participation in TennCare/Medicaid.

Alexian Village CON - 6/13/2014 - Page 11 of 249



21

NOTE: Section B is intended to give the applicant an opportunity to describe the project
and to discuss the need that the applicant sees for the project. Section C
addresses how the project relates to the Certificate of Need criteria of Need,
Economic Feasibility, and the Contribution to the Orderly Development of Health
Care. Discussions on how the application relates to the criteria should not
take place in this section unless otherwise specified.

SECTION B: PROJECT DESCRIPTION

Please answer all questions on 8 1/2” x 11" white paper, clearly typed and spaced, identified
correctly and in the correct sequence. In answering, please type the question and the response.
All exhibits and tables must be attached to the end of the application in correct sequence
identifying the questions(s) to which they refer. If a particular question does not apply to your
project, indicate “Not Applicable (NA)” after that question.

l. Provide a brief executive summary of the project not to exceed two pages. Topics to be
included in the executive summary are a brief description of proposed services and
equipment, ownership structure, service area, need, existing resources, project cost,
funding, financial feasibility and staffing.

RESPONSE:

NOTE: As the agency is aware, on March 28, 2012, the HSDA heard Alexian’s
application for a replacement to its existing nursing home, and approved that application
for a certificate of need. CN1110-042A was issued by the agency on April 25, 2012,
with an expiration date of May 1, 2014. Alexian commenced construction of the
replacement facility and has diligently pursued the construction, opening and operation
of the facility from that point forward. As explained in its 2012 application and at the time
of the hearing approximately two years ago, a distinct need for the services provided by
this new project was established and determined to exist by the HSDA. The now
completed new facility is a replacement of the existing nursing home and contains 114
beds. Therefore, this application is for a certificate of need to replace CN1110-042A,
which has been deemed to have expired. The applicant requires the granting of a new
certificate of need to replace the previously granted CON and to establish occupancy for
the facility.

Alexian Village of Tennessee, Inc. (AVT, Alexian Village, Facility and/or Applicant) is a
Tennessee non-profit corporation licensed and doing business in the state of
Tennessee. AVT will be the licensee of the replacement nursing home project, and is its
sole owner and manager.

AVT is an affiliate of the Alexian Brothers Health System, Inc. based in Arlington
Heights, lllinois. Alexian Brothers Health System, Inc. is the parent of AVT.

Introduction and Background

Using the outcome of an extensive strategic and market study done by Larson Allen, a
national long term care consulting firm, AVT’s Board sought and received approval from
Alexian Brothers Health System to embark upon a total renovation of the AVT campus.
In addition to the skilled nursing facility replacement, the final vision of the community
will include a new and dedicated assisted care living facility, greater resources in both
the skilled nursing facility and assisted living for the care of patients needing memory
care services, a renovated welcome center, and better connection and interaction
between the different levels of care on campus. The end result will truly be an *aging in
place” community.
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The main concerns of the existing residents as well as the staff and community at large,
are summarized as follows: X

* The existing skiiled nursing facility is built on an institutional ‘model, which is
outdated for the kind of care residents and consumers are expecting. Long
term care consumers are expecting a much more residentially modeled
environment, but one which still delivered state of the art care and rehabilitation
services when those are needed.

« This lack of amenities and home-like environment is the number one concern
for the Applicant’s residents, and a significant concern for the facility to stay
competitive in the marketplace.

» Specifically, the current facility has small, outdated and cramped common
areas. These spaces do not facilitate residents and families sharing time
together in a comfortable environment.

e lLack of Private Rooms,

* An outdated layout which is inflexible and limits the ability to deliver a person
centered model of care

* Residents are mixed together regardless of needs and cognitive status, which
makes it difficult to get younger, short term stay rehabilitation residents

As part of AVT’s overall philosophy and approach to delivering post-acute and long term
care services, it is the Applicant's goal to provide comfortable, home-like environments
to help the healing process. It is also the Applicant' s goal to make each of its facility a
state-of-the art health care provider that is a market leader in the services and supports
it provides. Amenities such as private rooms along with common areas for enjoying time
with friends and family, and television and multimedia access are all part of these goals.

The replacement facility will make specific operational and system changes to provide
more resident-centered care and to improve the center's position in the market. As part
of the Applicant's commitment to prepare its facilities for the residents for the next
quarter century, the skilled nursing facility is to be updated and renovated to meet those
resident and family desires in order to transition this Applicant to the modern needs of a
post-acute rehabilitation and dementia/Alzheimer’s population. With the proposed
replacement, the service area, the bed capacity and the certifications will remain the
same. No additional health services will be initiated nor will any previously provided
services be discontinued. Medicare residents will continue to be served by the skilled
nursing facility which will continue to be licensed by the Tennessee Department of
Health.

Development of and Need for Replacement Facility

The project involves the construction of a replacement nursing home consisting of 114
beds. All of the new rooms will be either private rooms, or shared private rooms. All
rooms on the first floor are singles with private bathrooms, but all the other floors have
rooms designated as “shared,” which means that there are ‘semi-separate’ bedrooms
with a shared bathroom. The finished nursing home will consist of approximately
101,436 square feet of space, with space dedicated to patient living, spa/whirlpool
areas, therapy gyms, and walking tracks for residents to maintain their activity levels.

The AVT renovation project will include a number of attractive amenities for the skilled
nursing facility residents. First, the sixth floor will be home to a clinical office space,
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available for rent to a local physician. While residents will not be required to use this
physician’s services, it will enhance the clinical experience of those residents who
choose to take advantage of it, allowing them to have medical attention in a comfortable
setting without any travel. Second, each floor except for the first, which houses the
memory support population, will have a whirlpool and spa. Additionally, each
neighborhood in the skilled nursing facility will have a walking path built into it, so that
residents may remain active and exercise in the comfort of their familiar surroundings.
Finally, each neighborhood entrance will open into a large common area, ensuring that
the resident rooms will remain private and secluded.

Project Cost, Funding and Fezasibility

The project is financially feasible because it is funded from cash reserves already
approved and committed by the Alexian Brothers Health System. The total project cost
is $22,178,154. Its costs are consistent with similar replacement projects which have
been approved in the range of $160,000 to $223,000 per bed. The project meets the
orderly development of health care because the new replacement facility will provide the
AVT community and the surrounding market with new, state of the art amenities that
meet the needs to the current and future long term care consumer.

Provide a detailed narrative of the project by addressing the following items as they
relate to the proposal.

A. Describe the construction, modification and/or rencvation of the facility
(exclusive of major medical equipment covered by T.C.A. § 68-11-1601 et seq.)
including square footage, major operational areas, room configuration, etc.
Applicants with hospital projects (construction cost in excess of $5 million) and
other facility projects (construction cost in excess of $2 million) should complete
the Square Footage and Cost per Square Footage Chart. Utilizing the attached
Chart, applicants with hospital projects should complete Parts A.-E by identifying
as applicable nursing units, ancillary areas, and support areas affected by this
project. Provide the location of the unit/service within the existing facility along
with current square footage, where, if any, the unit/service will relocate
temporarily during construction and renovation, and then the location of the
unit/service with proposed square footage. The total cost per square foot should
provide a breakout between new construction and renovation cost per square
foot. Other facility projects need only complete Parts B.-E. Please also discuss
and justify the cost per square foot for this project.

If the project involves none of the above, describe the development of the
proposal.

RESPONSE:

The project involves the construction of a replacement nursing home consisting of 114
beds. All of the new rooms will be either private rooms, or shared private rooms. Shared
rooms will provide private living and sleeping space, but will share a bathroom between
two rooms/residents. The finished nursing home will consist of approximately 101,436
square feet of space, with space dedicated to patient living, spa/whirlpool areas, therapy
gyms, and walking tracks for residents to maintain their activity levels. The cost per
square for total space is approximately $170.00 per square foot. The project is a multi-
story facility because of the geographic limitations of the community. It will, however, be
fully sprinkler protected in all areas.
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The nursing home will be part of an overall senior housing and active adult community,
and will serve as a planned component of the overall project to offer a complete array of
supportive and long term care services to individuals in the community. This
comprehensive continuum of services will allow individuals to “age-in-place” within the
community that they have made the choice to call home. The comprehensive
development concept avoids dislocation of that individual from their friends, spouse, or
church community when their health needs require additional services, and/or care in a
residential health care facility.

The total project cost is $22,718,154. The per bed project costs are in line with similar
replacement projects, as described further in the application. The overall costs include
some indirect costs allocated to the overall renovation project of the AVT campus, but
are not directly within the skilled nursing facility building. However, these costs, cannot
otherwise be separately noted.

B. Identify the number and type of beds increased, decreased, converted,
relocated, designated, and/or redistributed by this application. Describe the
reasons for change in bed allocations and describe the impact the bed change
will have on the existing services.

RESPONSE:

Not applicable. The Applicant is constructing a replacement facility that will be on the
same campus and in close proximity to the existing facility. There will be no change in
the bed component. The new facility will be located at 622 Alexian Way, a slight
physician move from the current address at 671 Alexian Way.

C. As the applicant, describe your need to provide the following health care
services (if applicable to this application):

Adult Psychiatric Services

Alcohol and Drug Treatment for Adolescents (exceeding 28 days)
Birthing Center

Burn Units

Cardiac Catheterization Services

Child and Adolescent Psychiatric Services
Extracorporeal Lithotripsy

Home Health Services

Hospice Services

10. Residential Hospice

11. ICF/MR Services

12. Long-term Care Services

13.  Magnetic Resonance Imaging (MRI)

14.  Mental Health Residential Treatment

15.  Neonatal Intensive Care Unit

16. Non-Residential Methadone Treatment Centers
17.  Open Heart Surgery

18.  Positron Emission Tomography

19. Radiation Therapy/Linear Accelerator

20. Rehabilitation Services

21. Swing Beds

ORENOORWN =

RESPONSE:

The Applicant currently provides long term care services and skilled nursing services in
an existing 114 bed facility. That facility has reached a point in its functional life cycle
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where it is no longer a modern facility that provides the current services and amenities
consumers are demanding. s

The Applicant will provide skilled nursing home care (described as #12 — Long-term
Care Services) in a new replacement facility located on the same campus, and
essentially at the same site. The short relocation of the facility from the current site will
allow the new facility to be built without any impact to the current facility or its residents.

The new facility, like the existing facility, will primarily serve the residents of the Alexian
Village of Tennessee Community in Signal Mountain, Tennessee. The facility also
anticipates serving other residents in the western portions of Hamilton County,
Tennessee. The beds will be certified for participation in Medicare, and will continue to
address the existing demand for services. According to the Tennessee Population
Projection published by the Division of Health Statistics of the Tennessee Department of
Health and the codified bed need formula, Hamilton County currently has and will
continue to have a significant bed need through 2015, which is the second year of
operation of the new facility.

Alexian Village of Tennessee developed its strategic plan and pro form projections after
a extensive market feasibility study. That market feasibility study was done by Larson
Allen, a leading national consultant in the senior housing and long term care sectors.
Larson Allen's consultative report used Interactive modeling from its extensive database
of aging-services financial, clinical, and operational information. This approach helped
AVT and its Board develop a modeling tool for estimating aging-services demand,
comparing the trade-offs between strategies, and understanding the impact of changing
reimbursement and revenue streams.

D. Describe the need to change location or replace an existing facility.
RESPONSE:

Not applicable. The project is for the construction of a new facility and does not involve
the replacement or change of site of an existing facility.

E. Describe the acquisition of any item of major medical equipment (as defined by
the Agency Rules and the Statute) which exceeds a cost of $1.5 million; and/or
is @ magnetic resonance imaging (MRI) scanner, positron emission tomography
(PET) scanner, extracorporeal lithotripter and/or linear accelerator by responding
to the following:

1. For fixed-site major medical equipment (not replacing existing
equipment):

a. Describe the new equipment, including:
1. Total cost ;(As defined by Agency Rule).
2. Expected useful life;
3. List of clinical applications fo be provided; and

4. Documentation of FDA approval.
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b. Provide current and proposed schedules of operations.
2. For mobile major medical equipment:
a. List all sites that will be served;
b. Provide current and/or proposed schedule of operations;
¢. Provide the lease or contract cost.
d. Provide the fair market value of the equipment; and
e. List the owner for the equipment.
3. Indicate applicant’s legal interest in equipment (i.e., purchase, lease,
etc.) In the case of equipment purchase include a quote and/or
proposal from an equipment vendor, or in the case of an equipment

lease provide a draft lease or contract that at least includes the term of
the lease and the anticipated lease payments.

RESPONSE:

Not applicable. The project does not involve the acquisition of any major medical
equipment as defined by HSDA rules.

I, (A) Attach a copy of the plot plan of the site on an 8 1/2” x 11” sheet of white paper
which must include:

1. Size of site (in acres);

2. Location of structure on the site; and

3. Location of the proposed construction.

4. Names of streets, roads or highway that cross or border the site.

Please note that the drawings do not need to be drawn to scale. Plot plans
are required for all projects.

RESPONSE:
Please see Attachment B.III.(A)

(B) 1. Describe the relationship of the site to public transportation routes, if any, and to
any highway or major road developments in the area. Describe the accessibility
of the proposed site to patients/clients.

RESPONSE:

The proposed facility will be less than a twenty minute drive from Chattanooga, a two
hour drive from Knoxville, and a two and a half hour drive from Nashville. The facility will
be conveniently located with access to major roads. The site will be located
approximately one mile from Signal Mountain Boulevard, a main thoroughfare in Signal
Mountain, and approximately five miles down Highway 127. In addition, the site will be
easily accessible by traveling on Interstate 24 or Highway 27.
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Given that a large percentage of the service population will come from internal referrals
from the AVT campus, the site will be very accessible to the service population. In
addition, the facility will be located approximately seven miles from Erlanger Medical
Center, eight miles from Parkridge Medical Center, and less than four miles from
Erlanger Medical Center's North Campus. The facility's location will make rehabilitation
for Signal Mountain residents and patients already a part of the AVT campus very
convenient. The ability to have nursing services closer to home has many benefits,
including the psychological benefit of being near family and friends, thus resulting in
better therapeutic results.

There are no other nursing home facilities or continuing care retirement communities
atop Signal Mountain. The closest nursing home facility, Life Care Center of Red Bank,
is at the base of Signal Mountain, approximately fifteen minutes from the Applicant’s
proposed replacement facility and separated by the Tennessee River.

The main source of residents of the nursing home will be twofold from within AVT. The
first group will be individuals living within AVT who “age in place” and whose health
needs progress to the point of needing skilled nursing facility care. The second group is
composed of older parents or other family members of the AVT residents who want to
be closer to their ailing and/or aging parents to provide more assistance to them and
who want to bring them to the AVT community for that purpose.

With regard to employees, Hamilton County is largely a rural county, and no public
transportation system operates in the Signal Mountain or overall Hamilton County areas.
According to the U.S. Census Bureau, ninety-four percent (94%) of the workers in the
county drive to work, so employees, as well as patients and their families, would be able
to reach the facility by car. (Source: http://www.city-data.com/county/Hamilton_County-
TN.html).

Attach a floor plan drawing for the facility which includes legible labeling of patient care
rooms (noting private or semi-private), ancillary areas, equipment areas, etc. on an 8
1/2” x 11” sheet of white paper.

NOTE: DO NOT SUBMIT BLUEPRINTS. Simple line drawings should be submitted and
need not be drawn to scale.

RESPONSE:

Please see Attachment B.IV.,

For a Home Health Agency or Hospice, identify:
1. Existing service area by County;

2. Proposed service area by County;
3. A parent or primary service provider;

4. Existing branches; and

5. Proposed branches.

RESPONSE:
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Not applicable. The project does not propose the establishment of a home health
agency or the initiation of home health or hospice services.
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SECTION C: GENERAL CRITERIA FOR CERTIFICATE OF NEED

In accordance with Tennessee Code Annotated § 68-11-1609(b), “no Certificate of Need shall
be granted unless the action proposed in the application for such Certificate is necessary to
provide needed health care in the area to be served, can be economically accomplished and
maintained, and will contribute to the orderly development of health care.” The three (3) criteria
are further defined in Agency Rule 0720-4-.01. Further standards for guidance are provided in
the state health plan (Guidelines for Growth), developed pursuant to Tennessee Code
Annotated §68-11-1625.

The following questions are listed according to the three (3) criteria: (1) Need, (I1) Economic
Feasibility, and (Ill) Contribution to the Orderly Development of Health Care. Please respond to
each question and provide underlying assumptions, data sources, and methodologies when
appropriate. Please type each question and its response on an 8 1/2” x 11” white paper. All
exhibits and tables must be attached to the end of the application in correct sequence
identifying the question(s) to which they refer. If a question does not apply to your project,
indicate “Not Applicable (NA).”

QUESTIONS

NEED

1. Describe the relationship of this proposal toward the implementation of the State Health
Plan and Tennessee’s Health: Guidelines for Growth.

a. Please provide a response to each criterion and standard in Certificate of Need
Categories that are applicable to the proposed project. Do not provide responses to
General Criteria and Standards (pages 6-9) here.

1. Guidelines for Growth Criteria - Need 1: According to TCA 68-11-1621, the need
for nursing home beds shall be determined by applying the following population-based
statistical methodology:

County bed need = .0004 times pop. 65 and under, plus
.01 x pop. 65— 74, plus
.04 x pop. 75-84, plus
.15 x pop. 85,
minus existing licensed beds in the service area

2. Guidelines for Growth Criteria - Need 2: The need for nursing home beds shall be
projected two years into the future from the current year, as calculated by the
Department of Health.

RESPONSE:

Applications for replacement nursing home beds that do not increase their licensed bed
numbers are considered under the Guidelines for Growth need formula. According to the
Tennessee Population Projection published by the Division of Health Statistics of the
Tennessee Department of Health and the codified bed need formula, Hamilton County
currently has and will continue to have a significant bed need.

Internal need within the AVT community is also projected to grow as the continuing care
population ages and the new skilled nursing facility is built..
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Guidelines for Growth Need Calculation
HAMILTON COUNTY 2014 | 2014 2015 2015 2016 2016

Age-Formula/Year Pop. | Need Pop. Need Pop, Nead
0-64 (x .0005) 28,167 14 267,828 134 291,182 146
65-74 (x .0120) 29,578 355 30,919 371 32,316 388
75-84 (x .0600) 15,446 927 15,502 930 16,704 1002
85+ (x.1500}) 7,522 1128 7,666 1150 7,249 1087
TOTALS 80,713 2,424 321,915 2,585 347,451 2,623
Total Existing Beds 1,779 1,779 1,779
Total Outstanding Beds 30 30 30
BED NEED 615 776 814

3. Guidelines for Growth Criteria - Need 3: The source of the current supply and
utilization of licensed and CON approved nursing home beds shall be the inventory of
nursing home beds maintained by the Department of Health.

RESPONSE:

The Tennessee Department of Health, Division of Licensure reports that there were a
total of 1,779 licensed nursing home beds in twelve (12) facilities. There is one
unimplemented pending CON in Hamilton County for nursing home beds. CN1012-056
was approved on March 23, 2011 for Chattanooga-Hamilton County Hospital Authority
for the conversion of 30 acute care beds to skilled nursing beds and the initiation of
skilled nursing services. That CON expires on November 1, 2014.

In the Nursing Home Bed Pool for July 1, 2013 — June 30, 2014, there are currently no
beds available from the pool as 125 beds have been approved, and no applications for
beds are pending.

4. Guidelines for Growth Criteria - Need 4: “Service Area” shall mean the county or
counties represented on an application as the reasonable area to which a health care
institution intends to provide services and/or in which the majority of its service
recipients reside. A majority of the population of a service area for any nursing home
should reside within 30 minutes travel time from that facility.

RESPONSE:

The Facility intends to primarily serve the residents of the Signal Mountain region of
Hamilton County, Tennessee. Furthermore, a large number of the facility’s patients will
come from internal referrals from the AVT campus. Historically, almost 100% of AVT’s
patients have come from Hamilton County.

As the residents of the Signal Mountain region and the AVT community age, the need
for beds will increase. To the extent that the residents of Signal Mountain may need the
services of the facility, AVT will serve the needs of the surrounding Hamilton County
region. As much of the patient population will come from internal referrals, the nursing
facility will be well within 30 minutes travel time.
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5. Guidelines for Growth Criteria - Need 5: The Health Facilites Commission may
consider approving new nursing home beds in excess of the need standard for a service
area, but the following criteria must be considered:

a. Al outstanding CON projects in the proposed service area resulting in a net
increase in beds are licensed and in operation, and

b. Al nursing homes that serve the same service area population as the
applicant have an annualized occupancy in excess of 90%.

RESPONSE:

a. Not applicable. The Applicant is not requesting approval from the Agency for new
nursing home beds in excess of the need standard for a service area.

b. Not applicable. The Applicant is not requesting approval from the Agency for new
nursing home beds in excess of the need standard for a service area.

6. Guidelines for Growth Criteria — Occupancy & Size 1: A nursing home should
maintain an average annual occupancy rate for all licensed beds of at least 90 percent
after two years of operation.

RESPONSE:

The Facility projects that it will achieve a 92% occupancy rate in first year because of
the need in the AVT community and because the facility will be able to provide private
rooms (see the Projected Data Chart at Attachment C. Economic Feasibility 4). Note
also that the then current residents of the skilled nursing facility are expected to all move
to the new facility, unless the choose not to do so. As discussed above, AVT’s current
occupancy rate is significantly skewed by the use of previously semi-private rooms as
private rooms. This utilization provides an inaccurate picture of the current occupancy
and occupancy demand.

The population of this area is growing and aging so that the current deficit in bed need is
projected to increase by approximately 440 beds between 2014 and 2020, according to
the Tennessee Department of Health population projection.

Along with the already existent need, Hamilton County is part of the State of
Tennessee's “Retire Tennessee” program. Retire Tennessee is a pilot program that
promotes Tennessee as a great place for retirees to call home. The Tennessee
Department of Economic and Community Development selected nine Tennessee
communities to participate in the pilot program, including Hamilton County. These
communities were picked based on their efforts to develop retiree recruitment strategies
and their progress toward those goals. Hamilton County is partnered with the state to
promote attractive features of their communities to inbound retirees.

7. Guidelines for Growth Criteria — Occupancy & Size 2: There shall be no additional
nursing home beds approved for service area unless each existing facility with 50 beds
or more has achieved an average annual occupancy rate of 95 percent. The
circumstances of any nursing home, which has been identified by the Regional
Administrator, as consistently not complying with quality assurance regulations shall be
considered in determining the service area’s average occupancy rate.

RESPONSE:

Alexian Village CON - 6/13/2014 - Page 22 of 249



32

Not applicable. The Applicant is not requesting the approval of additional nursing home
beds in the service area.

8. Guidelines for Growth Criteria - Occupancy & Size 3: A nursing home seeking
approval to expand its bed capacity must have maintained an occupancy rate of 95
percent for the previous year.

RESPONSE:

Not applicable. The Applicant is not requesting approval to expand its bed capacity in
the service area.

9. Guidelines for Growth Criteria — Occupancy & Size 4: A free-standing nursing
home shall have a capacity of at least 30 beds in order to be approved. The Health
Facilities Commission may make an exception to this standard. A facility of less than 30
beds may be located in a sparsely populated rural area where the population is not
sufficient to justify a larger facility. Also, a project may be developed in conjunction with
a retirement center where only a limited number of beds are needed for the residents of
that retirement center.

RESPONSE:

The Applicant currently is licensed for and operates a 114 bed facility. Like the existing
facility, the new facility will be developed in conjunction with an overall master plan
renovation of the continuing care retirement community. The community will ultimately
include independent apartments, assisted living units, and entry fee cottages. A primary
source of admissions to the facility will be from residents of the senior living community,
as well as parents and senior family members that the residents would bring to the
community for long term care services. Beds will be available for those in the community
who need care.

b. Applications that include a Change of Site for a health care institution, provide a
response to General Criterion and Standards (4)(a-c)

RESPONSE:

Not applicable. The Facility is not requesting a change of site.

2. Describe the relationship of this project to the applicant facility’s long-range development
plans, if any.

RESPONSE:

As stated above, the replacement of the nursing home is part of a overall renovation
plan of the AVT community. The stated goal of the plan is to provide the most modern,
patient center services possible to the AVT community and the residents of Signal
Mountain at large.

3. Identify the proposed service area and justify the reasonableness of that proposed area.
Submit a county level map including the State of Tennessee clearly marked to reflect the
service area. Please submit the map on 8 1/2” x 11” sheet of white paper marked only with
ink detectable by a standard photocopier (i.e., no highlighters, pencils, etc.).
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RESPONSE:
Piease see Attachment C. Need 3.

The Applicant's primary service area will be the Signal Mountain area of Hamilton
County, with an emphasis on serving the long term care needs of the residents of the
Alexian Village community. Overall, the service area will comprise Hamilton County.

According to the Facility’s JAR reports, Hamilton County residents made up almost all of
AVT resident population. In the most recent years, over 95% of residents were from
Hamilton County --- 2009 (103 of 104 residents), 2010 (93/97), 2011 (94/98), and 2012
(95/98). These percentages support AVT's determination of Hamilton County, and
particularly the northwest portion of Hamilton County, as the appropriate service area.

. Describe the demographics of the population to be served by this proposal.
RESPONSE:

According to the United States Census Bureau 2013 estimate, there are 348,673 people
in residing in Hamilton County. The population density is approximately 628 people per
square mile. The county’'s population (2012 estimate) is divisible by race as follows:
72.0% White Non-Hispanic; 20.1% Black Non-Hispanic; 4.5% Hispanic or Latino; 1.7%
Asian; and 1.4% two or more races. There are approximately 326,685 households in the
county. The average household size is 2.4 people. Of the total population, approximately
15.2% are 65 years of age or older. There are more females than males in the county,
with 51.8 of the population being female. The estimated median household income as of
2009 was $46,544. Approximately 16.1% of Hamilton County residents are living in
poverty, as compared to 17.3% in the state of Tennessee generally. (Sources —
www.city-data.com and U.S. Census Bureau)

The Tennessee Office of the Governor projects a continued and steady increase in the
population of Hamilton County over ten years. Significantly, the projection includes a
31.6% increase in the number of Hamilton County residents aged 65 and older over the
next ten years. [Source. Tennessee Department of Health, Office of Policy, Planning and
Assessment, Division of Health Statistics, Tennessee Population Projections, 2008
Revision]. The increase in the 65+ population between 2010 and 2015 alone is expected
to be over 17% and nearly a third over ten years, as indicated in this chart:

Service Area 65 and older Population Projections for 2010 to 202

County 2010 2014 2015 2020 %
Population | Population | Population | Population | Increase/(Decrease)

Hamilton 49,415 56,269 57,974 65,812 33.0%

Source: Tennessee Population Projections 2010-2020, June 2013 Revision, Tennessee Department of
Health, Division of Health Statistics

Of the total population (2014 projections), approximately 21% are between the ages of
50 and 64, and 16% are 65 years of age or older. There are more females than males in
the county, with 107.81 females for every 100 males. Of note is the percentage of
females of advanced years (60+) who list their marital status as widowed, as shown in
this chart (http://www.city-data.com/county/Hamilton_County-TN.htmi):
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Female widowed citizens generally comprised a significant percentage of nursing home
residents, both for long term and post acute rehabilitative care.

The main source of residents of the nursing home will be twofold from within AVT. The
first group will be individuals living within AVT who age in place and whose health needs
progress to the point of needing skilled nursing facility care. The second group includes
other residents in the nearby community of Signal Mountain who develop the need for
long term care, particularly skilled nursing care, and wish to receive it close to their
existing residences.

B. Describe the special needs of the service area population, including health disparities,
the accessibility to consumers, particularly the elderly, women, racial and ethnic
minorities, and low-income groups. Document how the business plans of the facility will
take into consideration the special needs of the service area population.

RESPONSE:

As described above in the section outlining AVT’s strategic and long range plans, the
replacement of the nursing home is an essential part of providing state of the art long
term care services to its community, both for current and future residents. The
demographic statistics indicate that the population of the service area will age
significantly in a short period of time. It comprises residents that traditionally are high
users of long term care services.

In conjunction with the development of modern, home-like dedicated assisted living
space, the AVT community will enhance its reputation as a destination for those seeking
to “age in place” in a supportive services continuing care community. The facility will
participate in the Medicare program, serving dual eligible patients who are in need of
post-acute rehabilitation services.

5. Describe the existing or certified services. including approved but unimplemented
CONSs, of similar institutions in the service area. Include utilization and/or occupancy
trends for each of the most recent three years of data available for this type of project.
Be certain to list each institution and its utilization and/or occupancy individually.
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Inpatient bed projects must include the following data: admissions or discharges, patient
days, and occupancy. Other projects should use the most appropriate measures, e.g.,
cases, procedures, visits, admissions, etc.

RESPONSE:

in addition to Alexian Village, there are four geographically-relevant licensed nursing
homes close to the Signal Mountain region of Hamilton County (the Applicant
defined this area as west and north of the Tennessee River). The occupancy figures
for these facilities are listed in the top group of the chart below. Occupancy figures
for the remaining facilities are listed in the second grouping in the chart below.
These figures are drawn from 2010 through 2012 Joint Annual Reports, which are
the most recently available three years.

Occupancy
2012 | 2011 | 2010

‘ Alexian Village 88% | 90% | 88%
Life Care Center of Hixson (AKA Missionary
Ridge) - 79% | 55% | 78%
Life Care Center of Red Bank 78% | 99% | 94%
Siskin Hospital Subacute Rehab 90% | 87% | 87%
Soddy-Daisy Health Care Center 64% | 84% | 85%
Life Care Center of Collegedale 85% | 76% | 94%
Consulate Health Care of Chattanooga 9% | *** | 95%
NHC Healthcare Chattanooga 85% | 87% | 90%
Life Care Center of East Ridge 2% | 78% | 71%
St Barnabas Nursing Home 92% | 89% | 88% |
Health Care Center at Standifer Place 92% | 85% | 85%
Life Care Center of Ooltewah i b e
TOTALS 85% | 84% | 87%

*** For Consulate Health Care of Chattanooga its 2011 JAR is incorrectly posted
with another facility's; JARs for Life Care Center of Ooltewah similarly were not
available because the facility recently opened.

There is one unimplemented CON in Hamilton County for nursing home beds.
CN1012-056 was approved on March 23, 2011 for Chattanooga-Hamilton County
Hospital Authority for the conversion of 30 acute care beds to skilled nursing beds
and the initiation of skilled nursing services. That CON expires on November 1,
2014. There are no pending CON applications.

Life Care Center of Ooltewah is a replacement facility for the former Life Care Center of
Chattanooga, which was decertified and has not been in operation since 2010.
Therefore the facility has not reported any occupancy data. Because Erlanger North
Hospital’s outstanding CON is for a new nursing home facility, there is also no
occupancy data reported for it.
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6. Provide applicable utilization and/or occupancy statistics for your institution for each of
the past three (3) years and the projected annual utilization for each of the two (2) years
following completion of the project. Additionally, provide the details regarding the
methodology used to project utilization. The methodology must include detailed
calculations or documentation from referral sources, and identification of all
assumptions.

RESPONSE:

Occupancy statistics for the last three years, as reported the JAR are as follows:

2012
| ICF Skilled | Total %
| Medicare Advt ] - - 0.00%
All Other Medicare = 5813 5,813 15.85%
TennCare MCO | 0.00%
All Other TennCare - = = 0.00%
VA Contract - - - 0.00%
| Other Government 7,392 0.00%
Private | 22,111 : 22,111 | 60.28%
LTC Insurance 1,367 - - 0.00%
Other - - - 0.00%
Total 30,870 | 5,813 36.683
i 208905 y :
ICF Skilled Total %
Medicare Advt - - 0.00%
All Other Medicare 5 5,477 5,477 14.68%
TennCare MCO 0.00%
All Other TennCare - - - 0.00%
VA Contract - - - 0.00%
Other Government 5,225 2,423 7,648 20.50%
Private 10,610 26 10,636 | 28.51%
LTC Insurance 1 - 1 0.00%
Other 13,545 - 13,545 | 36.31%
Total 29,381 | 7,926 | 37,307

2010
ICF Skilled Total %

Medicare Advt 542 542 1.48%

All Other Medicare - 4,885 4,885 13.37%

TennCare MCO 0.00%

All Other TennCare - - - 0.00%

VA Contract - - - 0.00%

Other Government 8,550 0.00%
Private 11,155 - 11,155 30.52% |

LTC Insurance 248 - - 0.00%

Other 11,166 - 11,166 | 30.55%

Total 31,119 5,427 36,546 89.40%
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Please note that 2 of the Facility’s 112 beds have been converted to spa therapy space,
so actual occupancy is calculated on 112 not 114 beds.

To project its occupancy for the project, AVT relied on projections from its market study
and consultant services, along with executive staffs historical experience with the AVT
skilled nursing facility and other communities with which they had information. As a
operator of the facility, the applicant believes its internal staff, with the accompanying
market research that was done, provides sufficient expertise to establish projecting initial
and second year occupancy projections.

The applicant’s projections for its first two years of occupancy were calculated as
follows:
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** Please note - Because of the delay in opening of the new facility, the
Applicant has used full year 2015 as year one of the projected occupancy,
and 2016 as year two of the projected occupancy. 5

o]

Projected

Year One - 2015 Days Projected Rate  Revenue

Private Pay — Shared Private Room 4,929 $204.00 $1,005,516.00
Private Pay - Private Room 6,285 $291.59 $1,832,643.15
Medicaid 0 0 $0.00
Medicare 10,522 $424.48 $4,466,378.56
Managed Care 0 0 $0.00
Life Care — Shared Private Room 6,143 $63.53 $390,264.79
Life Care - Private Room 2,493 $151.12 $376,742.16
Hospice 422 $466.20 $196,736.40
Live at Home 1,533 $193.96 $297,340.68
PACE 5,999 $215.91 $1,295,244.09
TOTALS 38,326 $251.35 $9,860,865.83
Projected Occupancy Factor 92.1%
Estimated Revenue $9,860,865.83

g : Projected

YearTwo -2016 ; Days Projected Rate  Revenue

Private Pay —Shared Private Room 3,695 $211.14 $780,162.30
Private Pay - Private Room 9,228 $301.80 $2,785,010.40
Medicaid 0] 0] $0.00
Medicare 11,131 $432.97 $4,819,389.07
Managed Care 0 0 $0.00
Life Care — Shared Private Room 4,599 $65.75 $302,384.25
Life Care - Private Room 2683 156.41 $419,648.03
Hospice 422 $475.52 $200,669.44
Live at Home 1,533 $193.96 $297,340.68
PACE 5,634 $223.47 $1,259,029.98
TOTALS 38,925 $257.63 $10,863,634.15
Projected Occupancy Factor 92.1%
Estimated Revenue $10,863,634.15
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ECONOMIC FEASIBILITY

1. Provide the cost of the project by completing the Project Costs Chart on the following page.
Justify the cost of the project.

« All projects should have a project cost of at least $3,000 on Line F. (Minimum
CON Filing Fee). CON filing fee should be calculated from Line D. (See
Application Instructions for Filing Fee)

e The cost of any lease (building, land, and/or equipment) should be based on fair
market value or the total amount of the lease payments over the initial term of
the lease, whichever is greater. Note: This applies to all equipment leases
including by procedure or “per click” arrangements. The methodology used to
determine the total lease cost for a "per click" arrangement must include, at a
minimum, the projected procedures, the "per click" rate and the term of the
lease.

e The cost for fixed and moveable equipment inciudes, but is not necessarily
limited to, maintenance agreements covering the expected useful life of the
equipment; federal, state, and local taxes and other government assessments;
and installation charges, excluding capital expenditures for physical plant
renovation or in-wall shieiding, which should be included under construction
costs or incorporated in a facility lease.

o For projects that include new construction, modification, and/or renovation;

documentation must be provided from a contractor and/or architect that
support the estimated construction costs.

RESPONSE:

Please see Attachment General Criteria C, Economic Feasibility 1- Documentation of
Construction Costs.
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2. ldentify the funding sources for this project.

Please check the applicable item(s) below and briefly summarize how the project will be
financed. (Documentation for the type of funding MUST be inserted at the end of the
application, in the correct alpha/numeric order and identified as Attachment C,
Economic Feasibility-2.)

[1 A Commercial loan--Letter from lending institution or guarantor stating favorable initial
contact, proposed loan amount, expected interest rates, anticipated term of the loan,
and any restrictions or conditions;

0 .. Tax-exempt bonds--Copy of preliminary resolution or a letter from the issuing authority
stating favorable initial contact and a conditional agreement from an underwriter or
investment banker to proceed with the issuance;

I C. General obligation bonds—Copy of resolution from issuing authority or minutes from
the appropriate meeting.

[l D. Grants--Notification of intent form for grant application or notice of grant award; or

<

E. Cash Reserves--Appropriate documentation from Chief Financial Officer.

O F Other—Identify and document funding from all other sources.
RESPONSE:

The cost of this project will be (and has been) paid through cash reserves from the
capital budgets of Alexian Brothers Health System, Inc. Documentation of the approval
of the funds for the project, along with their availability from cash reserves is attached at
Attachment C. Economic Feasibility 2.E.

3. Discuss and document the reasonableness of the proposed project costs. If applicable,
compare the cost per square foot of construction to similar projects recently approved by the
Health Services and Development Agency.

RESPONSE:

The proposed project costs for the replacement of the current facility are reasonable in
relation to comparable projects to replace existing nursing homes that have been
approved over the past several years, as recommended in Guidelines for Growth, Page
8 of 54, . A chart of recent approved projects is included at Attachment C. Economic
Feasibility 3 —~Cost Per Bed Project Comparison Chart.

The applicant’s proposed per bed project cost is $199,282, and the overall comparison
group average cost per bed is approximately $192,367 (please note that the increased
cost per bed from the original application cost per bed of $198,756 is due to an
additional CON filing fee and costs for the additional application). It is important to note
that while the per bed construction costs of the project facility appear high, they are
comparable with other new facilities listed. They are in line with the costs for Life Care
Center of Rhea County, The Health Care Center of Hermitage, and NHC- Sumner. The
applicant's projected higher than average per bed cost is explained by several factors.
First, because of geographic limitations, the proposed replacement facility is a muilti-
story facility, which will increase costs. Excavation costs are also factored into the
overall project amount. Additionally, the new facility will have a dramatic increase in the
number of private rooms and dedicated therapy and post acute rehabilitation space.
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While there are nursing home profebts that have added beds to existing facilities’
already constructed space, the Applicant does not believe those projects provide a
relevant comparison as no construction was involved with those projects. Additionally,
as part of a continuing care community, certain fixed costs will be incurred with the
project as part of an overall development that are not accurately judged in a cost per
square foot or a per-bed cost comparison.

Complete Historical and Projected Data Charts on the following two pages--Do not modify
the Charts provided or submit Chart substitutions! Historical Data Chart represents
revenue and expense information for the last three (3) years for which complete data is
available for the institution. Projected Data Chart requests information for the two (2) years
following the completion of this proposal. Projected Data Chart should reflect revenue and
expense projections for the Proposal Only (i.e., if the application is for additional beds,
include anticipated revenue from the proposed beds only, not from all beds in the facility).

RESPONSE:
Please see Attachment C. Economic Feasibility 4. Historical and Projected Data Charts.

Please identify the project’'s average gross charge, average deduction from operating
revenue, and average net charge.

RESPONSE:

The current and proposed average daily charges for the Facility are listed in the table
below.

The proposed charge schedule will be as follows:

Average Daily Charges | 2013 | 2014 2015
Private Pay — Shared
Private Room* $197.11 | $204.00 | $211.14
_Private Pay - Private Room | $281.73 | $291.59 | $ 301.80
Medicaid $ -1 $ -1 $ =
Medicare | $416.16 | $424.48 | $432.97
Managed Care $ . $ : $ -
Life Care — Shared Private
Room * $ 6138 | $§ 6353 | § 65.75
_Life Care - Private Room $146.01 | $151.12 | $ 156.41
| Hospice $457.06 | $466.20 | $ 47552
Live at Home | $187.40 | $193.96 | $200.74
PACE $208.61 | $215.91 | $22347

* The Applicant's existing facility has semi-private rooms; however, if the project is
approved, the facility will not have semi-private rooms, but will instead have shared
private rooms. Thus, the "semi-private” designation is accurate for years 2013 and 2014,
while the “shared private” designation is accurate for year 2015 and beyond.

Because of the nature of the nursing home reimbursement system, any nursing facility is
paid a daily rate by both Medicare, under the Skilled Nursing Facility Prospective
Payment System (“PPS”), and by Medicaid/TennCare, under a rate setting mechanism.
As such the facility must accept the rate from each governmental payor as payment in
full. Therefore, there are no significant deductions from operating revenue and the
Facility's rate will equate to its net charge with no significant difference between the
gross and net charges. The patient mix is projected to trend toward higher skilled
patients.

Alexian Village CON - 6/13/14 - Replacemenl Page 32 of 249



42 TR EMENTAL

6. A. Please provide the current and proposed charge schedules for the proposal. Discuss
any adjustment to current charges that will result from the implementation of the
proposal. Additionally, describe the anticipated revenue from the proposed project and
the impact on existing patient charges.

RESPONSE:

As discussed above, the Facility's rate will equate generally to its charges under the
nursing home reimbursement system. There are no anticipated adjustments to charges
from the implementation of the proposal. As this will be a new facility, there will be no
impact on any existing patient charges as these do not exist.

The proposed charge schedule will be as follows:

Average Daily Charges 2013 2014 2015
Private Pay — Shared o

_Private Room* $197.11 | $204.00 | $211.14
Private Pay - Private Room $281.73 | $291.59 | $301.80
Medicaid $ -1 $ -1 % -
Medicare $416.16 | $424.48 | $432.97
Managed Care 3 - $ - 3 -
Life Care — Shared Private

Room * $ 6138 | $ 6353 | $ 6575
Life Care - Private Room $146.01 | $151.12 | $ 156.41
Hospice $457.06 | $466.20 | $475.52
Live at Home $187.40 | $193.96 | $200.74
PACE _ $208.61 | $21591 | $223.47

* The Applicant’s existing facility has semi-private rooms; however, if the project is
approved, the facility will not have semi-private rooms, but will instead have shared
private rooms. Thus, the “semi-private” designation is accurate for years 2013 and 2014,
while the “shared private” designation is accurate for year 2015 and beyond.

Given the unique situation of this application, there will likely be very little time gap
between the approval of the CON and occupancy and operations, because the facility is
already completed — therefore year one and year two revenues would run from the
month of occupancy (i.e. August/September 2014) through the following twelve months,
respectively. The applicant’s projections for its first two years of occupancy were
calculated as follows in the tables below:
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** As noted previously, because of the delay in opening of the new facility,
the Applicant has used full year 2015 as year one of the projected
occupancy, and 2016 as year two of the projected occupancy.

Projected

Year One - 2015 Days Projected Rate  Revenue
Private Pay — Shared Private Room 4,929 $204.00 $1,005,516.00
Private Pay - Private Room 6,285 $291.59 $1,832,643.15
Medicaid 0 0 $0.00
Medicare 10,522 $424.48 $4,466,378.56
Managed Care 0 0 $0.00
Life Care — Shared Private Room 6,143 $63.53 $390,264.79
Life Care - Private Room 2,493 $151.12 $376,742.16
Hospice 422 $466.20 $196,736.40
Live at Home 1,533 $193.96 $297,340.68
PACE 5,999 $215.91 $1,295,244.09
TOTALS 38,326 $251.35 $9,860,865.83
Projected Occupancy Factor 92,1%
Estimated Revenue 5$9,860,865.83

i i) Projected
Year Two - 2016 ; Days Projected Rate  Revenue
Private Pay —Shared Private Room 3,695 $211.14 $780,162.30
Private Pay - Private Room 9,228 $301.80 $2,785,010.40
Medicaid 0 0 $0.00
Medicare 11,131 $432.97 $4,819,389.07
Managed Care 0 0 $0.00
Life Care — Shared Private Room 4,599 $65.75 $302,384.25
Life Care - Private Room 2683 156.41 $419,648.03
Hospice 422 $475.52 $200,669.44
Live at Home 1,533 $193.96 $297,340.68
PACE - 5,634 $223.47 $1,259,029.98
TOTALS 38,925 $257.63 $10,863,634.15
Projected Occupancy Factor 92.1%
Estimated Revenue 5$10,863,634.15
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B. Compare the proposed charges to those of similar facilities in the service area/adjoining i

service areas, or to proposed charges of projects recently approved by the Health "~ ,

Services and Development Agency. If applicable, compare the proposed charges of the .

project to the current Medicare allowable fee schedule by common procedure :7;
terminology (CPT) code(s).

RESPONSE:

According to the 2011 and 2012 Joint Annual Reports, the Average Daily Charges for
the geographically-relevant nursing homes close to the Signal Mountain region of
Hamilton County, TN are:

Average Daily Charges 2012

Alexian | LCC LCC of Red Siskin Soddy-Daisy

Village | Missionary Bank Hospital | HCC

Rdg

Medicare/Skilled Care $462 $453 $414 $809 $433
Medicaid/TennCare Level Il nla $178 n/a n/a $162
Medicaid/TennCare Level | n/a $165 $165 n/a $165
Private Pay Skilled — Single $325 $365 $275 n/a n/a
Private Pay Non-Skilled — Single $269 $365 $275 n/a $190
Private Pay Skilled — Double $243 $222 $188 $828 n/a
Private Pay Non-Skilled - Double. $187 $222 $188 n/a $190
Average Daily Charges afe 2011 .

Alexian | LCC LCC of Red Siskin Soddy-Daisy

Village | Missionary Bank Hospital | HCC

Rdg

Medicare/Skilled Care $462 $483 $453 $809 $474
Medicaid/TennCare Level Il n/a $159 n/a n/a $154
Medicaid/TennCare Level | n/a $162 $160 n/a $160
Private Pay:Skilled ~ Single $314 $345 $177 n/a $181
Private Pay Non-Skilled = Single $260 $345 $177 n/a $181
Shared Private Pay Skilled —| $235 $207 $177 $828 $170
Double
Shared Private Pay Non-Skilled - | $181 $207 $177 n/a $170
Delble

Because the overwhelming majority of skilled nursing facility and nursing facility
payments are derived from Medicare and Medicaid, the charges of both the applicant
and other similar situated facilities are variable only based on the formulas set out in the
payment system methodology. Comparison by CPT codes is not applicable because no
payors set nursing home rates on that basis.

7. Discuss how projected utilization rates will be sufficient to maintain cost-effectiveness.

RESPONSE:
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The demonstrated need for the services of the requested beds provides support for the
Facility's business plan and projections that those beds will have 90 plus occupancy
within the first year. The occupancy patterns are not expected to vary significantly, as
the existing facility has been operating at a high occupancy level historically and all
patients will move to the new facility. Expressed demand for the services justifies such a
projection.

As reflected in the Projected Data Chart (see Attachment C. Economic Feasibility 4.),
the operating revenue and patient mix are set conservatively, and the applicant’s
projections demonstrate that those levels are sufficient to operate the Facility without
losses. Rates for various payor are set lower in projections than the Applicant’s current
realized rate for many payors, including Medicare.

Discuss how financial viability will be ensured within two years; and demonstrate the
availability of sufficient cash flow until financial viability is achieved.

RESPONSE:

The existing need for the services support for the Applicant's business plan and
projections that those beds will be over 90% occupancy in the first year. AVT has
sufficient cash reserves to fund the project and its projected financial data demonstrate
its operating margins will be sufficient to ramp up the operating and occupancy of the
new facility.

Discuss the project's participation in state and federal revenue programs including a
description of the extent to which Medicare, TennCare/Medicaid, and medically indigent
patients will be served by the project. In addition, report the estimated dollar amount of
revenue and percentage of total project revenue anticipated from each of TennCare,
Medicare, or other state and federat sources for the proposal's first year of operation.

RESPONSE:

The Facility plans to be a participant in Medicare program. AVT has not participated in
the Medicaid program for many years. The Facility expects to maintain its existing
services and payor mix. Much of the population will be internally driven from the AVT
campus.

Provide copies of the balance sheet and income statement from the most recent reporting
period of the institution and the most recent audited financial statements with accompanying
notes, if applicable. For new projects, provide financial information for the corporation,
partnership, or principal parties involved with the project. Copies must be inserted at the end

of the application, in the correct alpha-numeric order and labeled as Attachment C,
Economic Feasibility-10.

RESPONSE:
Please see Attachment C. Economic Feasibility 10 at the end of the application.

Describe all alternatives to this project which were considered and discuss the advantages
and disadvantages of each alternative including but not limited to:

a. A discussion regarding the availability of less costly, more effective, and/or more
efficient alternative methods of providing the benefits intended by the proposal. If
development of such alternatives is not practicable, the applicant should justify why not;
including reasons as to why they were rejected.
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RESPONSE:

The replacement of the facility was the most feasible plan based on the strategic study
done by the applicant. Physical limitations of the site would have made renovation of the
existing facility tremendously disruptive on existing skilled nursing facility residents. With
the replacement plan, no relocation of residents will be required during construction.

b. The applicant should document that consideration has been given to alternatives to new
construction, e.g., modernization or sharing arrangements. It should be documented that
superior alternatives have been implemented to the maximum extent practicable.

RESPONSE:
Please see response above.

CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTH CARE

1. List all existing health care providers (e.g., hospitals, nursing homes, home care
organizations, etfc.), managed care organizations, alliances, and/or networks with which the
applicant currently has or plans to have contractual and/or working relationships, e.g.,
transfer agreements, contractual agreements for health services.

RESPONSE:

The Facility has in place transfer agreements with various facilities and health care
providers. (please see Attachment C. Contribution to the Orderly Development of Health
Care 1.). The Facility also has various agreements with physicians and ancillary
providers that assist the Facility by providing specialized services to residents that are
not provided directly by the Facility, such as pharmacy and therapy services. Copies of
those agreements are available if needed by the Agency.

2. Describe the positive and/or negative effects of the proposal on the health care system.
Please be sure to discuss any instances of duplication or competition arising from your
proposal including a description of the effect the proposal will have on the utilization rates of
existing providers in the service area of the project.

RESPONSE:

The replacement facility will enhance the already existing services the Applicant
provides to the AVT community. With the projected bed need in Hamilton County, there
is no anticipated impact on other providers.

3. Provide the current and/or anticipated staffing pattern for all employees providing patient
care for the project. This can be reported using FTEs for these positions. Additionally,
please compare the clinical staff salaries in the proposal to prevailing wage patterns in the
service area as published by the Tennessee Department of Labor & Workforce
Development and/or other documented sources.

RESPONSE:

The anticipated staffing pattern for the Facility is included as Attachment C. Contribution
to the Orderly Development of Healthcare 3A at the end of the application.

Data comparing the anticipated salary and wage compensation of the Facility to similar

positions in the service area is included as Attachment C. Contribution to the Orderly
Development of Healthcare 3B at the end of the application.
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Discuss the availability of and accessibility to human resources required by the proposal,
including adequate professional staff, as per the Department of Health, the Department of
Mental Health and Developmental Disabilities, and/or the Division of Mental Retardation
Services licensing requirements.

RESPONSE:

The Facility will pay wages and offer benefits that are in-line with the prevailing rates of
other employment opportunities in the community. The Facility's current employees are
expect to move to the new facility, obviating any new need for recruitment.

The modernization of the Facility is expected to have a positive impact on the Facility’s
ability to recruit and keep staff. The new facility will be state of the art and provide
professionals an inviting and exceptional facility within which to work.

Verify that the applicant has reviewed and understands all licensing certification as required
by the State of Tennessee for medical/clinical staff. These include, without limitation,
regulations concerning physician supervision, credentialing, admission privileges, quality
assurance policies and programs, utilization review policies and programs, record keeping,
and staff education.

RESPONSE:

The Applicant has reviewed and understands all licensing certification as required by the
State of Tennessee for medical/clinical staff to the extent these requirements are
applicable to nursing homes. The Applicant has successfully operated the existing
licensed nursing homes for many years, and it believes that it has an excellent
understanding of the Tennessee requirements as well.

Discuss your health care institution’s participation in the training of students in the areas of
medicine, nursing, social work, etc. {e.g., internships, residencies, etc.).

RESPONSE:

The Applicant is a externship site for UT-Chattanooga’s nursing program and the UT
Medical School geriatrics program. The Facility has no plans to take on the additional
training of students, other than through the continuation of existing programs such as
nurse aide training.

(a) Please verify, as applicable, that the applicant has reviewed and understands the
licensure requirements of the Department of Health, the Department of Mental Heaith
and Developmental Disabilities, the Division of Mental Retardation Services, and/or any
applicable Medicare requirements.

RESPONSE:

The Facility is currently licensed and operating, and therefore has a full understanding of
all state and federal requirements. The Applicant has reviewed and understands the
state and federal requirements for licensure and certification for nursing homes.

(b) Provide the name of the entity from which the applicant has received or will receive
licensure, certification, and/or accreditation.

Licensure:

Accreditation:
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RESPONSE:

The replacement nursing facility would maintain the same licensure as a licensed
Tennessee nursing home as the existing facility. The new facility, once constructed,
would be licensed as a nursing home by the Tennessee Department of Health. It would
also continue its existing certification for participation in Medicare and Medicaid.

Alexian Village is accredited by the Continuing Care Accreditation Commission (CARF-
CCAC), the first retirement community in Tennessee (and still one of the few in the
state) to be recognized for excellence. CARF-CCAC is the nation's only accrediting body
for continuing care retirement communities (CCRCs) and other aging services networks.
Continuing Care Accreditation Commission.

(c) If an existing institution, please describe the current standing with any licensing,
certifying, or accrediting agency. Provide a copy of the current license of the facility.

RESPONSE:

The current facility is licensed by the Tennessee Department of Health as a nursing
home (License Number 102). It is certified for participation in Medicare as a skilled
nursing facility and in Medicaid as a nursing facility. A copy of the current facility’s
license is attached.

(d) For existing licensed providers, document that all deficiencies (if any) cited in the last
licensure certification and inspection have been addressed through an approved plan of
correction. Please include a copy of the most recent licensure/certification inspection
with an approved plan of correction.

RESPONSE:

A copy of the Facility’s most recent federal and state statement(s) of deficiencies and
plan of correction is at is attached. The Facility was not cited for any major deficiencies.
Any deficiencies have been corrected from the last survey and the Facility is currently in
compliance.

8. Document and explain any final orders or judgments entered in any state or country by a
licensing agency or court against professional licenses held by the applicant or any entities
or persons with more than a 5% ownership interest in the applicant. Such information is to
be provided for licenses regardless of whether such license is currently held.

RESPONSE:

Not applicable. There are no final orders or judgments meeting the above criteria
against the Facility, the Applicant, or any affiliates.

9. ldentify and explain any final civil or criminal judgments for fraud or theft against any person
or entity with more than a 5% ownership interest in the project.

RESPONSE:
Neither the Facility nor the Applicant have had any civil or criminal judgments for fraud
or theft rendered against them. The Facility has no individuals involved in the ownership
of the Facility.

10. If the proposal is approved, please discuss whether the applicant will provide the Tennessee
Health Services and Development Agency and/or the reviewing agency information
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concerning the number of patients treated, the number and type of procedures performed,
and other data as required.

RESPONSE.

If approved, the Facility and the Applicant will provide the Tennessee Health Services
and Development Agency with information concerning the number of patients treated,
the number and type of procedures performed, and other data as required or requested.
The Facility will also provide information to the Tennessee Department of Health as part
of the Joint annual Report process or any other similar process that the Department or
other reviewing agency adopts.
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PROOF OF PUBLICATION

Attach the full page of the newspaper in which the notice of intent appeared with the
mast and dateline intact or submit a publication affidavit from the newspaper as
proof of the publication of the letter of intent.

RESPONSE:

The Publication of Intent will be published on Tuesday, June 10, 2014, in the
Chattanooga Times-Fres Press. An Affidavit of Publication is attached with the
application.

DEVELOPMENT SCHEDULE

Tennessee Code Annotated § 68-11-1609(c) provides that a Certificate of Need is
valid for a period not to exceed three (3) years (for hospital projects) or two (2) years
(for all other projects) from the date of its issuance and after such time shall expire;
provided, that the Agency may, in granting the Certificate of Need, allow longer
periods of validity for Certificates of Need for good cause shown. Subsequent to
granting the Certificate of Need, the Agency may extend a certificate of Need for a
period upon application and good cause shown, accompanied by a non-refundable
reasonable filing fee, as prescribed by rule. A Certificate of Need which has been
extended shall expire at the end of the extended time period. The decision whether to
grant such an extension is within the sole discretion of the Agency, and is not
subject to review, reconsideration, or appeal.

1. Please complete the Project Completion Forecast Chart on the next page. If the
project will be completed in multiple phases, please identify the anticipated
completion date for each phase.

RESPONSE:

Please see attached Project Completion Forecast Chart as Attachment Development
Schedule 1.

Because of the unique and unusual circumstances of this application, the applicant has
already commenced construction on or about July 2012 and completed construction of
the facility in April 2014. The applicant will open the facility as soon as a new certificate
of need and occupancy from the Department of Health is granted, which it hopes will be
in August of 2014. The Applicant requests that the certificate of need period be granted
for the standard 24 month time period.

2. If the response to the preceding question indicates that the applicant does not
anticipate completing the project within the period of validity as defined in the
preceding paragraph, please state below any request for an extended
schedule and document the “good cause” for such an extension.

RESPONSE:
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Not applicable. The Applicant does not anticipate requiring any extension to the period
of validity.
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Applicant Profile Section
Attachment A-4

Ownership Structure Organizational Chart
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Alexian Brothers
Health System, Inc.

53

Alexian Village of
Tennesses, Inc.

Alexian Village of
Tennessee
Nursing Facility
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Project Description

Attachment B.I11.

Map of the Site
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Project Desctiption

Attachment B.IV.

Floor Plan of Facility
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(General Criteria
Attachment C.
Need 3.

Map of Tennessee Setvice Area
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(eneral Criteria

Attachment C.

Fconomic Feastbility 1.

Project Costs Chart
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Attachment C — Il - 1, General Criteria for Certificate

of Need Section

A.

C.

PROJECT COSTS CHART

Construction and equipment acquired by purchase:

L

e

Architectural and Engineering Fees

Legal, Administrative (Excluding CON Filing Fee),
Consultant Fees

Acquisition of Site

Preparation of Site

Construction Costs (NEW)

Contingency Fund

Fixed Equipment (Not inchuded in Construction Contract)
Moveable Equipment (List all equipment over $50,000)
Other (Specify) _Cooling Tower Modifications

Acquisition by gift, donation, or lease:

I

Facility (inclusive of building and land)
Building only

Land only
Equipment (Specify)
Other (Specify) - Existing Debt

Financing Costs and Fees:

A LW N

[nterim Financing

Underwriting Costs

Reserve for One Year’s Debt Service
Other (Specify) _Previous Filing Fee

Estimated Project Cost

B B B L L B O A &

L L B B L

@hH &L L

225,000.00
65,000.00

1,580,000.00
18,433,154.00
2,000,000.00
150,000.00

175,000.00

45,000.00

(A+tB+C) $ 22,673,154.00

E. CON Filing Fee ($2.25 per $1,000 of cost) $ 45,000.00

F. Total Estimated Project Cost (D+E) 5 22EIDE00

TOTAL $ 22,718,154.00
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General Criteria
Attachment C.

Hconomic Feasibility 1.

Documentation of Construction Costs
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October 12, 2011

Ms. Melanie Hill, Director

Tennessee Health Facilities Commission
Andrew Jackson State Office Building
500 Deaderick Street, Suite 850
Nashville, Tennessee 37243

Re:  Alexian Village of Tennessee . L
New Skilled Nursing Facllity and Conversion of Existing Health Genter to Assisted Living

Dear Ms. Hill;
I am a Project Architect with RLPS Architects. | have reviewed the estimated project costs
association with the Certlficate of Need application to be filed for a replacement nursing home
for Alexian Village of Tennessee in Signal Mountain, Tennesses.

From the information | have had the opportunity to review, the estimated costs in the applicalion
appear to be reasonable costs for such a project.

I'would also like to take this opportunity to polnt out that the new facility in which the proposed
project will be located is being designed according to all applicable building code standards. |
have included a list of such codes as an aftachment to this letter.

Should you have any other questions for which | can be of assistance, please do not hesitate to
contact me.

Sincerely,

it;{}:ristopher S. Linkey, AIA
Project Architect

stb
Altachments

cc: File 2011031

RE E S E L O WER P/\TRICK&SCOTT, L T D.

1910 Harrington Drive, Lancaster, PA 17601-3992, Tel 717-560-9501, Fax 717-560-2373

. B Pariners: Michael J, Martin, AIA Gregory J. Scatt, AJA Craig 11, Walton, AIA David D. Lobb, AJA Joha F. Holliday, Jr., AIA
Curaig P. Kimmel, AIA Eric S. McRoberts, AIA Robert E, Patrick (1930-2010) George R. Lower, AIA Retired Sandra M. Reese Retired James 1. Reese, ATA Retired
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Profect No.: 2011031 October 12, 2011

Code Review

Project: Alexian Village of Tennessee -
New Skilled Nursing Facility and Conversion of Existing Health Center to
Assisted Living

Following Is an overview of reviewing agencies for the new Skilled Nursing Facility.

APPLICABLE CODES

A, Tennessee Division of Health Care Fagcililies
1 Standards for Nursing Homes (Chapter 1200-08-08)
2 Standard Bulilding Code - Current Edltion {(1999)
%) Standard Plumbing Code -1997
4, Standard Mechanical Code - {997
5, Standard Gas Code - 1999
6 2002 National Electric Code
7 NFPA 1, excluding NFPA 5000 - 2003
8 NFPA 101 Life Safety Code (2003)
9, AlA Guldelines for Design and Construction of Hospital and Health Care Facilities - 2006
10. ADA with 2002 Amendmenls
1. North Carollna Accessibility Code with 2004 Amendments - 2002
12. ASHRAE Handbook of Fundamentals - 2003

B. Town of Signal Mountaln
1. 2009 1.C.C, "Family of Codes” including 1.B.C. 2009
2, 2008 National Electric Code

3. ANSI A117.1(2003)

C. Tennessee Health Services and Development Agency

1. Architectural and Engineerlng Guidelines for Submission, Approval and Inspection of
Occupangies Licensed by the Deparlment of Health

CSlisth

Cce: File 2011031

R EE S E LO.WER PATRICK & §SCOTT, LT b

1910 Harrington Drive, Lancaster, P4 17601-3992, Tel 717-560-9501, Fax 717-560~2J-7J B
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Project No.: 2011031 Qclober 12, 2011

Cost Estimate

Project: Alexian Village of Tennessee

New Skilled Nursing Facility and Converslon of Existing Health Center to

Assisted Llving

1. NEW SKILLED NURSING BUILDING

A. 101,426 SF x $170/SF $17,242,420
B. Drive-under Canopy Allowance $100,000
C. Balconies/Covered Areas $100,000
D. Link Renovation at 5" Floor Connection
to Gommons: 1,600 SF x $65/SF $104,000
E. Cooling Tower Enclosure Allowance $50,000
F. Distancs for Cooling Tower Pipes $60,000
G. Emergency Generator $75,000
{Emergency heat to every bedroom)
H. Boiler for Water Source Heating System. $128,000
$17,846,420
Il. SITE COSTS
A. Slte Cosl Estimate from Miller-McCoy $1,678, 935
lll. TOTAL CONSTRUCTION & SITE COSTS T $19,425 3585
Notes;
1. Gonstruetion costs only. Soft costs are nof Included.
CSLsth
£ Fite 2011031 and File 2111031-p
R EE S ¢E L. O WER PATRIICK & SCOoOTT, L T D,

1940 Barckuglon Drioe, Laacwster, PA 1760123992, Tet 717-560-9501, Fdx 247-560-2372
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Attachment C. Economic Feasibility 3 — Cost Pet
Bed Project Comparison Chart
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General Criteria
Attachment C.

Hconomic Feasibility 2.F.

Documentation from Chief Financial Officer
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ALEXTAN BROTHERS
HEALTH SYSTEM

Alexian Brothars
Hospital Network

Alexiah 8rothers Medical Center
5t Alexins Medieal Center

Alexian Brothers
Behaviaral Health Hospital

Alexian Rehobilitation Hospital
Alexian Brothers Medical Greup
* Addison

# Rartlett

* Bensenville

= Elgin

¥ Elk Grove Village

* Hanover Park

* Mount Prospect

» Palatine

* Schaumburg

Aloxian Brothers Center for
Mental Health

Aexian Medical Mall
Alexian Brothers Medical Plaza
Niehoff Pavilion

St. Alexius Breast Care Center
at Bartlett

Alextan Brothers
Senior Ministries

Alexian Brathers Community
Services (PACE/MO & TN

Alexlan Brothers Lansdowne
Village & Teansitianal Care/MO

Alexdan Brathers Sherbrooke
Viflage/MO

Alexian Brothess Valley
ResidencesTN

Alexian Court/MQ & TN
Alextan GroveiTN
Alizian Village of Elk Grove/Il,

Alexian Village of
Mitwatikea/W

Alexian Vilfage of Tennessee
Alestian Brothers Senior Neighibors

84 &

BROTHERS

Health System n

wraditional vatues, advanced care Brather Thomas I{eustenkothen,_ CFA

A Roman Catholic Qrganization President, CEQ  Alexian Brothers Health System ‘)

S — -- Il

July 20, 2011 -

Matt Fox, President/CEO i

Alexian Village of Tennesses

437 Alexian Way. |

Signal Mountain, TN 37377 H

o

Dear Mr. Fox: i
As President/CEO of Alexian Brothers Health System, the National Member, | am

approving the following Requests for Action: “

1. Approval to construct a new health and rehabilitation center comprised of '

114 beds plus an 18-bed Memory Cara Uit on the Alexian Village of il

Tennessea (AVT) canpus at a cost of approximately $22,658,155; - o

, . ' |t

2. Approval of the renovation and expansion -of the existing health and Nt

rehabilitation center to provide for assistad living on the AVT campus at a #

cost not to exceed $6,274, 447; and . ';,;

3. Approval to renovate the Alexian Inn on the AVT campus to provide for 3

independent living apartments and the campus “Welcome Canter” at a 1

|
|

cost not to exceed 52,711,945.

These Requests for Action were approved by the Board of Governors at its July
20, 2011 meating.

Supporting decumentation is attachad.

Sincerely,—~—. & ol

Brother Thomas Keusenkothen, C.F A,
President/CEQ

BTK#vg '

G Brother Jim Classon. C.F.A. g
Mark Frey 3
Jeanne Justie
Jim Sances
John Turongian

3040 Salt Creek Lane * Arlington Heights, IL 60005 * phoie 847.463.8910 * fax 847.483.7057 = keusenkt@alexian.net
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ALEXIAN BROTHERS HEALTH SYSTEM
REQUEST FOR ACTION

INITIAL REQUEST - FACILITY

REQUEST FOR ACTION BY NATIONAL AND INSTITUTE MEMBERS within the
Alexian Brothers Health System and by the Congregation of Alexian Brothers.
Management requests approval of the following:

REQUEST:

1. Approval to construct a new health and rehabilitation center comprised of
114 beds plus an 18-bed Memory Care Unit on ‘the Alexian Village of
Tennessee (AVT) campus at a cost of approximately $22,658,165;

2. Approval of the renovation and expansion of tbé existing health and :
rehabifitation center to provide for assisted living on the AVT campus at a el
cost not to exceed $6,274, 447; and 2

3. Approval to renovate the Alexian inn on the AVT campus to provide for !
independent living apartments and the campus “Welcome Center” at & cost v
not to exceed $2,711,945. ' . ;

COMMENTS:

[1 Supporting materials are attached. The above action will not be committed

to or taken until return of this form endorsed with approval by all authorities
required. V
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ALEXIAN BROTHERS HEALTH SYSTEM

REQUEST FOR ACTION

APPROVAL PROCESS

mm::m:m::m::%:‘.m:nmmmmm::‘““w“ ‘:m:.._........._:;:’.‘:‘j.:.j:::::m:mn:::::======:mm=:==
From: National Member (only if request originates at the local or Area corporation levels).

[1Not Approved. [\] Approved by National Member i pursuant to Governors action on

1/*e Ul . Approval by the Institute Member ¥ is not required, [ ] is required (and will be
requested).
Comments:

Date: 7/20/ i

rs Health System as National Member

V% i i oy i e e e ey BT AT A B i = = =

From: Institute Member

[] Not approved. [] Appmved by Institute Member [} pursuant to Directors action on
Approval by the General Councit []is r}c’;'tj;equi_\red, [1is required (and will be

requested).
Comments:

President/Provincial -

R e e v v e s e i T ) 0 U U 0 L 0 o ki i e o 3

[]Not approved. [] Approved by the General Council a'_ction,bn . Approval by the
Holy See []is not required, [ ] is required (and will be requested), ' ' H
Comments: ’

Date: o _
Superior General ‘ 3
Congregation of Alexian Brothers &
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RESOLUTIONS .
OF THE BOARD OF GOVERNORS OF
ALEXIAN BROTHERS HEALTH SYSTEM i

Juty 20, 2011

WHEREAS, Alexian Brothers Health System [(‘ABHS") is the National
Member of Alexian Brothers Senior Ministries (“ABSM"); and

WHEREAS, ABSM, as part of the healthcare ministry of the Congregation
of the Alexian Brothers, operates skilled nursing facilities and residential care
facilities in Missouri, Tennessee and Wisconsin: and

WHEREAS, ABSM is the Area Member of Alexian Village of Tennessee
("AVT") that owns and operates a continuing care retiremént community (‘CCRC")
in Signal Mountain, Tennessee; and

WHEREAS, currently the 114 bed heafth arid rehabilitation center is
outdated; provides for limited private rooms; insufficient space for dining; and, e
lacks sufficient space for commaon areas; and ’ "

WHEREAS, market studies have shown that. the greatest need in the |
Chattanooga market, where AVT is located, is for memory care programs, which |
AVT currently does not provide to its residents, requiring residents with memory
impairment to be transferred out of the community to another facility, or transferred
to the health and rehabilitation center which is inappropriate to meet such
residents’ needs; and

WHEREAS, while there is no licensed assista
residents who require minimal assistance with daj)
transferred to the health and rehabilitation center; ang

living program at AVT,
living are prematurely

WHEREAS, to improve efficiency of operations and meet the needs of
residents living in the community, it is proposed- that a new health and
rehabilitation center, comprised of 114 beds plus an 18-bed Memory Care Unit be
constructed on the AVT campus at a cost of approximately $22,658,155; and

WHEREAS, to meet the increasing demand for assisted living beds, it is
proposed that the existing health and rehabilitation center be renovated and
expanded to provide for assisted living, at a cost of approximately $6,274,447; and

WHEREAS, it is proposed that the Alexian Inn be renavated to provide for

independent living apartments and include the campus "Welcoriie Center” at a
cost of approximately $2,711,945. : '

Legal 24207
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WHEREAS, after a comprehansive review of Capital priorities within ABSM
management has determined that the oonstruc’uon of a new health and
rehabilitation center; the renovation and expansion. of the existing health and i
rehabilitation center to provide for assisted living, and the renovation of the Alexian
fnn to provide for independent living apartments on the-campus of AVT, is a key
strategic initiative, and an appropriate use of capital* to protect the long-term
viability of AVT.

NOW, THEREFORE, BE IT RESOLVED AS FOLLOWS:

That in anticipation of the successful merger of ABHS and Ascension
Health, ABHS and ABSM are authorized to engage in the planning and |
preparation for the construction of a new health and rehabilitation center; the
renovation and expansion of the existing health and rehabilitation center to provide
for assisted living, and the renovation of the Alexian Infi to provide for mdependent
living apartments and a “Welcome Center,” on the campys of AVT; and

FURTHER RESOLVED, that contingent upon the successful merger of
ABHS and Ascension Health, the capital investment in an amount not-to-exceed
$31,644,550.00 as described in Exhibit A, attached to this resolution and made a
part hereof, for the construction of a new health and rehabilitation center; the
renovation and expansion of the existing health and rehabilitation center to provide
for assisted living, and the renovation of the Alexian Inn to provide for independent
living apartments and a “Welcome Center,” on the qampus of AVT, is hereby
approved, confirmed and ratified: and

FURTHER RESOLVED, that the officers of ABH&: and each of its affiliates
are hereby authorized and directed to execute and déliver any documents, pay
any fees and take any such further action that uUCh officers determine to be

necessary or desirable to effectuate the intents and purposes of the foregoing ]
resolution, &4

Legal 24207
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General Criteria
Attachment C.

Fconomic Feasibility 4.

Historical and Projected Data Chart
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Give information for the last three (3) years for whirghdiata are available for the facility or agency.
The fiscal year begins in January.

Year - 2008 Year -2009 Year -2010
A. Utilization Data (Specify Unit of measure) 36,047 ptdays 38,325 ptdays 36,546 pt days
B. Revenune from Services to Patients
1. Inpatient Services $ 06,830,000.00 $ 6,646,000.00 $ 7,142,000.00
2. Outpatient Services §  475,000.00 $  475,000.00 $ 475,000.00
3. [Emergency Services $ - 3 -3 -
4. Other Operating Revenue (Specify - ) § - % - 5 -
Gross Operating Revenue $  7,305,000.00 $ 7,121,000.00 $ 7,617,000.00
C. Dedunctions from Gross Operating Revenue
. Contractual Adjustments $ - $ - % -
2. Provisions for Charity Care $ -3 -3 60,000.00
3. Provisions for Bad Debt $ -3 -3 =
Total Deductions $ - $ - 3§ 60,000.00
NET OPERATING REVENUE $ 7,305,000.00 § 7,121,000.00 $ 7,557,000.00
D. Opcrating Expenses
1. Salaries and Wages $ 4,021,826.80 $ 4,248385.80 % 4,281,024.70
2. Physician's Salaries and Wages 3 - ¥ -
3. Supplies $  913,750.00 $  941,806.32 $ 949,041.90
4, Taxes $  559,000.00 § 576,163.87 $ 580,590.34
5. Depreciation $§ 700,000.00 $  721,49321 $  727,036.20
6. Rent $ - $ -5 -
7. Interest, Other than Capital $ 89,000.00 $ 91,732.71 § 92,437.46
8. Other Expenses (Specify) $ 1,916,962.87 $ 1,975822.43 $ 1,991,002.00
Total Operating Expenses $ 8,300,539.67 $ 8,555,404.33 $ 8,621,132.59
Other Revenue (Expenses) --- Net (Specify)
E- $ - $ - $ =
NET OPERATING INCOME (LOSS) §  (995,539.67) $ (1,434,404.33) $ (1,064,132.59)
T, Capital Expeditures
I. Retirement of Principal $ -3 - 3 -
2. Interest $ - 9% - $ %
Total Captial Expeditures $ - § - § -
NET OPERATING INCOME (LOSS) LESS
CAPITAL EXPEDITURES $ (995,539.67) $ (1,434,404.33) § (1,064,132.59)
BOCH-ELT S0 80T OO < Proiogs Sp
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PROJECTEDRDATA CHART

Give information for the two (2) years following the completion of this project. The fiscal year

begins in January (Month).

A. Utilization Data (Specify Unit of mcasure)

B. Revenue from Scrvices to Patients

Inpatient Services

Outpatient Services

Emergency Services

Other Operating Revenue (Specify -

AW N —

)

Gross Operating Revenue

C. Dcductions from Gross Operating Revenue

1. Contractual Adjustments
2. Provisions for Charity Care
3. Provisions for Bad Debt

Total Deductions

NET OPERATING REVENUE

D. Operating Expenses

Interest, Other than Capital
Other Expenses (Specify)

1. Salaries and Wages

2 Physician's Salaries and Wages
< Supplies

4, Taxes

o Depreciation

6. Rent

7.

8.

Total Operating Expenses

E. Other Revenue (Expenses) --- Net (Specify)
NET OPERATING INCOME (LOSS)

F. Capital Expeditures
L. Retirement of Principal
2. Interest

Total Captial Expeditures
NET OPERATING INCOME (LOSS) LLESS CAPITAL
EXPEDITURES

Year - 2014

Year -2015

38,325 pt days

38,325 pt days

3 9,860,637.00 $§ 10,771,469.00
$ 472,635.00 $ 486,814.00
$ $ -
$ -8 :
$ 10,333,272.00 $ 11,258,283.00
$ : S 5
$ 60,000.00 $ 60,000.00
$ - -
b 60,000,060 $ 60,000.00
$ 10,273,272.,00 $ 11,198,283.00
5 4,831,290.86 $ 5,373,754.43
$ -8 5
$ 1,140,643.43 $ 1,254,309.81
$ 546,674.25 $ 619,118.32
$ 1,202,598.69 § 1,252,868.32
$ - § 1.00 -
$ 108,889.85 $ 113,441.53
$ 1,916,962.87 $ 2,085,963.34
$ 9,747,05995 § 10,699,456.75
$ -8 :
3 526,212.05 §$ 498,826.25
$ = §

3 - 3 -
s - 3 .
3 526,212.05 § 498,826.25

DOCS-H271645G-v1-AYT CON_- Projact Spreadsiizets K15
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(General Criteria

Attachment C.

Economic Feasibility 10.

Financial Statements
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CONSOLIDATED FINANCIAL STATEMENTS
AND SUPPLEMENTARY INFORMATION

Alexian Brothers Health System and Subsidiaries —
Member of Ascension Health, a subsidiary of
Ascension Health Alliance

Year Ended June 30, 2013
With Report of Independent Auditors

Ernst & Young LLP

Ell ERNST & YOUNG
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Alexian Brothers Health System and Subsidiaries

Consolidated Financial Statements and Supplementary Information

Year Ended June 30, 2013
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Report of Independent Auditors

Board of Governors
Alexian Brothers Health System and Subsidiaries

We have audited the accompanying consolidated financial statements of Alexian Brothers Health
System and Subsidiaries (collectively, ABHS), which comprise the consolidated balance sheet as
of June 30, 2013, and the related consolidated statement of operations and changes in net assets
and cash flows for the year then ended, and the related notes to the consolidated financial
statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in conformity with U.S. generally accepted accounting principles; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free of material misstatement, whether due to fraud
or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures sclected depend on the auditor’s
Judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

1308-1116595 1
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the consolidated financial position of Alexian Brothers Health System and Subsidiaries at
June 30, 2013, and the consolidated results of its operations and its cash flows for the year then
ended in conformity with U.S. generally accepted accounting principles.

Adoption of ASU No. 2011-07, Presentation and Disclosure of Patient Service Revenue,
Provision for Bad Debts, and the Allowances for Doubtful Accounts for Certuin Health Care
Entities

As discussed in Note 2 to the consolidated financial statements, Alexian Brothers Health System
and Subsidiaries changed the presentation of the provision for bad debts as a result of the
adoption of the amendments to the FASB Accounting Standards Codification resulting from
Accounting Standards Update No. 2011-07, Presentation and Disclosure of Patient Service
Revenue, Provision for Bad Debts, and the Allowances for Doubtful Accounts for Certain Health
Care Entities, effective July 1, 2012. Our opinion is not modified with respect to this matter.

Enmat + MLLP

August 28, 2013

1308-1116595 2
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Alexian Brothers Health System and Subsidiaries

Consolidated Balance Sheet
(In thousands)

June 30, 2013

Assets
Current assets:

Cash and cash equivalents $ 7,185

Short-term investments 8,005

Accounts receivable, less allowances for doubtful

accounts ($43,389 in 2013) 106,757

Estimated third-party payor settlements 1,615

Inventories 16,441

Other 11,470
Total current assets 151,473
Interest in investments held by Ascension Health Alliance 341,451
Trustee-held funds 16,191
Restricted funds 10,372
Other investments 3,035
Property and equipment, net 682,977
Other assets:

Investment in unconsolidated entities 5,189

Other 25,435
Total other assets 30,624
Total assets $ 1,236,123
3 1308-1116595
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Liabilities and net assets

Current liabilities:
Current portion of long-term debt
Accounts payable and accrued liabilities
Estimated third-party payor settlements
Current portion of self-insurance liabilities
Other

Total current liabilities

Noncurrent liabilities:
Long-term debt
Self-insurance liabilities
Pension and other postretirement liabilities
Deferred accommodation fees and deposits
Other

Total noncurrent liabilities

Total liabilities

Net assets:
Unrestricted:
Controlling interest
Noncontrolling interests
Unrestricted net assets
Temporarily restricted
Permanently restricted
Total net assets
Total liabilities and net assets

See accompanying notes.

1308-1116595

$ 7,961
106,772
88,408

2,502

7,678

213,321

482,416
21,898
18,794
47,442
12,096

582,646

795,967

430,220
(436)

429,784
9,190

1,182

440,156

$  1.236.123
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Alexian Brothers Health System and Subsidiaries

Consolidated Statement of Operations
and Changes in Net Assets
(In thousands)

June 30, 2013

Operating revenue:
Net patient and resident service revenue
Less provision for doubtful accounts
Net patient and resident service revenue, less provision for doubtfu! accounts
Capitation revenue
Other revenue
Net assets released from restrictions for operations
Total operating revenue

Operating expenses:
Salaries and wages
Employee benefits
Purchased services
Professional fees
Supplies
Insurance
Interest
Depreciation and amortization
Other
Total operating expenses before impairment, restructuring,
and nonrecurring gains, net

Income from operations before impairment, restructuring,
and nonrecurring gains, net

Impairment, restructuring, and nonrecurring gains, net
Income from operations

Nonoperating gains:
Investment return
Income from unconsolidated entities
Other
Total nonoperating gains, net
Excess of revenues and gains over expenses and losses

Less noncontrolling interests
Excess of revenues and gains over expenses and losses

attributable to controlling interest

Continued on next page.

1308-1116595

$ 955,369
39,253

916,116

39,518

34913

3,020

993,567

399,426
88,339
102,700
49,244
133,072
16,979
15,910
50,766
92,983

949,419

44,148

2,662
41,486

22,845
407

5
23,257
64,743

(157)

64,900
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Alexian Brothers Health System and Subsidiaries

Consolidated Statement of Operations
and Changes in Net Assets (continued)

(In thousands)

Unrestricted net assets:
Excess of revenues and gains over expenses and losses
Pension and other postretirement liability adjustments
Transfers from sponsor and other affiliates, net
Net assets released from restrictions for property acquisitions
Other

Increase in unrestricted net assets, controlling interest

Unrestricted net assets, noncontrolling interests:
Deficit of revenues and gains over expenses and losses
Decrease in unrestricted net assets, noncontrolling interests

Temporarily restricted net assets, controlling interest:
Contributions and grants
Net assets released from restrictions
Other

Decrease in temporarily restricted net assets, controlling interest

Permanently restricted net assets, controlling interest:
Other
Decrease in permanently restricted net assets, controlling interest
Increase in net assets
Net assets, beginning of year

Net assets, end of year

See accompanying notes.

1308-1116595

$ 64,900
(2,455)
(3,014)

5,622
(525)

64,528

(157)
(157)

4,035

(8,642)
135

(4,472)

(392)
(392)

59,507
380,649
$ 440,156
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Alexian Brothers Health System and Subsidiaries

Consolidated Statement of Cash Flows
(In thousands)

June 30, 2013

Operating activities
Increase in net assets $ 59,507
Adjustments to reconcile changes in net assets to net cash

provided by operating activities:

Depreciation and amortization 50,766
Provision for doubtful accounts 39,253
Amortization of fair value of debt adjustment (1,374)
Interest, dividends, and net (gains) losses on investments 22,845
Impairment, restructuring, and nonrecurring expenses (2,662)
Transfers (from) to sponsor and other affiliates, net 3,014
Pension and other postretirement liability adjustments 2,455
Restricted contributions, investment return, and other restricted activity 4,863
(Increase) decrease in:
Short-term investments 656
Accounts receivable (26,034)
Estimated third-party payor settlements (1,615)
Inventories and other current assets 4,428
Investments, including interest in investments held by
Ascension Health Alliance (55,575)
Other assets 634
Increase (decrease) in:
Accounts payable and accrued liabilities (24,185)
Estimated third-party payor settlements 3,209
Self-insurance liabilities (6,982)
Other current liabilities 3,917
Other noncurrent liabilities (8,223)
Net cash provided by operating activities 68,897

Continued on next page.
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Alexian Brothers Health System and Subsidiaries

Consolidated Statement of Cash Flows (continued)
(In thousands)

Investing activities
Property and equipment additions, net $ (81,243)
Net cash used in investing activities (81,243)

Financing activities
Issuance of long-term debt =

Repayment of long-term debt (9,570)
Decrease in trustee-held funds 1,322
Net cash used in financing activities (8,248)
Net change in cash and cash equivalents (20,594)
Cash and cash equivalents, beginning of year 27,779
Cash and cash equivalents, end of year $ 7,185

See accompanying notes.
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Alexian Brothers Health System and Subsidiaries ¥

Notes to Consolidated Financial Statements
(In thousands)

Year Ended June 30, 2013

1. Organization and Mission
Organizational Structure

Alexian Brothers Health System and Subsidiaries (ABHS) is a member of Ascension Health. In
December 2011, Ascension Health Alliance became the sole corporate member and parent
organization of Ascension Health, a Catholic, national health system consisting primarily of
nonprofit corporations that own and operate local health care facilities, or Health Ministries,
located in 23 of the United States and the District of Columbia. In addition to serving as the sole
corporate member of Ascension Health, Ascension Health Alliance serves as the member or
shareholder of various other subsidiaries. Ascension Health Alliance, its subsidiaries, and the
Health Ministries are referred to collectively from time to time hereafter as the System.

Ascension Health Alliance is sponsored by Ascension Health Ministries, a Public Juridic Person.
The Participating Entities of Ascension Health Ministries are the Daughters of Charity of St.
Vincent de Paul in the United States, St. Louise Province; the Congregation of St. Joseph; the
Congregation of the Sisters of St. Joseph of Carondelet; the Congregation of Alexian Brothers
Immaculate Conception Province, Inc. — American Province; and the Sisters of the Sorrowful
Mother of the Third Order of St. Francis of Assisi — US/Caribbean Province.

Effective January 1, 2012, Ascension Health became the sole corporate member of ABHS
through a business combination transaction.

The subsidiaries of ABHS included in the accompanying consolidated financial statements are as
follows:

* Alexian Brothers Hospital Network (ABHN), including Alexian Brothers Medical Center
(ABMC); St. Alexius Medical Center (St. Alexius); Alexian Brothers Behavioral Health
Hospital (ABBHH); Alexian Brothers Ambulatory Group (ABAG); Alexian Brothers
Specialty Group (ABSG); Bonaventure Medical Foundation, L.L.C. (BMF); Thelen
Corporation (Thelen); Savelli Properties, Inc. (Savelli); Alexian Brothers Center for
Mental Health (ABCMH); Alexian Brothers Health Providers Association, Inc. (ABHP);
Alexian Brothers Accountable Care Organization, L.L.C. (ABACO); and Alexian
Brothers Clinically Integrated Network, L.L.C. (CIN).

1308-1116595 9
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Alexian Brothers Health System and Subsidiaries

Notes to Consolidated Financial Statements (continued)
(In thousands)

1. Organization and Mission (continued)

* Alexian Brothers Senior Ministries (ABSM), including Alexian Village of Milwaukee,
Inc. (AVM); Alexian Village of Tennessee (AVT); Alexian Brothers Lansdowne Village
(ABLV); Alexian Brothers Sherbrooke Village (ABSV); Alexian Brothers Community
Services (ABCS); Alexian Brothers Senior Neighbors (ABSN); Alexian Elderly Services,
Inc. (AES); and Alexian Village of Elk Grove (AVEG).

¢ Alexian Brothers Health System, Inc. Investment Trust (Trust).

* Alexian Brothers Services, Inc. (A.B. Services).

* Alexian Brothers of San Jose, Inc. (ABS)).

* Alexian Brothers Bonaventure House and Alexian Brothers Bettendorf Place, L.L.C.
(Bettendorf Place).

ABHS and its corporations are not-for-profit corporations as described in Section 501(c)(3) of
the Internal Revenue Code (Code) and are exempt from federal income taxes on related income
under Section 501(a) of the Code, except as follows:

* ABHP, AVEG, and Thelen Corporation are for-profit corporations.

+ Savelli is a not-for-profit corporation exempt from federal income taxes on related
income under Section 501(c)(2) of the Code.

*  BMF is a limited liability corporation that has elected to be taxed as a partnership.

* Trust is an Illinois trust exempt from federal income tax on related income pursuant to
Section 501(a) of the Code as an organization described in Section 501(c)(3) of the Code.

* Bettendorf Place is a single member LLC, owned 100% by Alexian Brothers
Bonaventure House.

* ABACO and CIN are single member LLCs, owned 100% by ABHN.

13081116595 10
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Alexian Brothers Health System and Subsidiaries

Notes to Consolidated Financial Statements (continued)
(In thousands)

1. Organization and Mission (continued)

ABHS provides general health care services to patients/residents within their geographic
locations through their acute care facilities, behavioral health hospital, continuing care centers,
and other health care-related facilities. Expenses related to the corporations providing health care
services in 2013 amounted to approximately $853,000. All other expenses included in the
accompanying consolidated financial statements relate primarily to general and administrative
costs.

Mission

The System directs its governance and management activities toward strong, vibrant, Catholic
Health Ministries united in service and healing and dedicates its resources to spiritually centered
care that sustains and improves the health of the individuals and communities it serves. In
accordance with the System’s mission of service to those persons living in poverty and other
vulnerable persons, each Health Ministry accepts patients regardless of their ability to pay. The
System uses four categories to identify the resources utilized for the care of persons living in
poverty and community benefit programs:

* Traditional charity care includes the cost of services provided to persons who cannot
afford health care because of inadequate resources and/or who are uninsured or
underinsured.

* Unpaid cost of public programs, excluding Medicare, represents the unpaid cost of
services provided to persons covered by public programs for persons living in poverty
and other vulnerable persons.

* Cost of other programs for persons living in poverty and other vulnerable persons
includes unreimbursed costs of programs intentionally designed to serve the persons
living in poverty and other vulnerable persons of the community, including substance
abusers, the homeless, and persons with acquired immune deficiency syndrome.

* Community benefit consists of the unreimbursed costs of community benefit programs
and services for the general community, not solely for the persons living in poverty,

including health promotion and education, health clinics and screenings, and medical
research.
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Notes to Consolidated Financial Statements (continued)
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1. Organization and Mission (continued)

Discounts are provided to all uninsured patients, including those with the means to pay.
Discounts provided to those patients who did not qualify for assistance under charity care
guidelines are not included in the cost of providing care of persons living in poverty and
community benefit programs. The direct and indirect cost of providing care to persons living in
poverty and community benefit programs is estimated by applying a cost to gross charges ratio to
the gross uncompensated charges associated with providing services to patients and is calculated
in compliance with guidelines established by both the Catholic Health Association (CHA) and
the Internal Revenue Service (IRS).

The amount of traditional charity care provided, determined on the basis of cost, was
approximately $20,167 for the year ended June 30, 20(3. The amounts of unpaid cost of public
programs, cost of other programs for persons living in poverty and other vulnerable persons, and
community benefit cost are reported in the accompanying supplementary information.

2. Significant Accounting Policies

Principles of Consolidation

All corporations and other entities for which operating control is exercised by ABHS or one of
its member corporations are consolidated, and all significant inter-entity transactions have been
eliminated in consolidation.

Use of Estimates

Management has made estimates and assumptions that affect the reported amounts of certain
assets, liabilities, revenues, and expenses. Actual results could differ from those estimates.

Fair Value of Financial Instruments
Carrying values of financial instruments classified as current assets and current liabilities

approximate fair value. The fair values of financial instruments measured at fair value on a
recurring basis are disclosed in the fair value measurements note.
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Notes to Consolidated Financial Statements (continued)
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2. Significant Accounting Policies (continued)
Cash and Cash Equivalents

Cash and cash equivalents consist of cash and interest-bearing deposits with maturities of three
months or less.

Interest in Investments Held by Ascension Health Alliance, Investments, and Investment
Return

Prior to April 2012, ABHS held a significant portion of its investments through the Ascension
Legacy Portfolio (formerly the Health System Depository or HSD), an investment pool of funds
in which the System and a limited number of nonprofit health care providers participated. The
Ascension Legacy Portfolio investments were managed primarily by external investment
managers within established investment guidelines. The value of ABHS’s investment in the
Ascension Legacy Portfolio represented ABHS’s pro rata share of the Ascension Legacy
Portfolio’s funds held for participants.

During the year ended June 30, 2012, the CHIMCO Alpha Fund, LL.C (Alpha Fund) was created
to hold primarily all investments previously held through the Ascension Legacy Portfolio.
Catholic Healthcare Investment Management Company (CHIMCO), a wholly owned subsidiary
of Ascension Health Alliance, acts as manager and serves as the principal investment advisor for
the Alpha Fund, overseeing the investment strategies offered to the Alpha Fund’s members. In
April 2012, a significant portion of the assets in the Ascension Legacy Portfolio was transferred
to the Alpha Fund, in which Ascension Health Alliance has an investment interest, as a member
of the Alpha Fund. Ascension Health Alliance invests funds in the Alpha Fund on behalf of
ABHS. As of June 30, 2013, ABHS has an interest in investments held by Ascension Health
Alliance, which is reflected in the consolidated balance sheet, and represents ABHS’s pro rata
share of Ascension Health Alliance’s investment interest in the Alpha Fund.

ABHS also invests in absolute return strategies that are locally managed.
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2. Significant Accounting Policies (continued)

ABHS reports its interest in investments held by Ascension Health Alliance in the accompanying
consolidated balance shect as short or long term, based on liquidity needs, which, prior to
June 30, 2013, were directed by ABHS and as of June 30, 2013, are directed by Ascension
Health Alliance. ABHS’s interest in investments held by Ascension Health Alliance is also
classified based on whether such investments are restricted by law or donors or designated for
specific purposes by a governing body of ABHS. ABHS reports its other investments, including
Foundation investments, in the accompanying consolidated balance sheet based upon the long-
or short-term nature of the investments and whether such investments are restricted by law or
donors or designated for specific purposes by a governing body of ABHS.

ABHS’s investments, excluding its interest in investments held by Ascension Health Alliance,
are measured at fair value and are classified as trading securities. The Alpha Fund’s and the
Ascension Legacy Portfolio’s investments, which are required to be recorded at fair value, are
classified as trading securities and include pooled short-term investment funds; U.S. government,
state, municipal, and agency obligations; corporate and foreign fixed income securities; asset-
backed securities; and equity securities. The Alpha Fund’s and the Ascension Legacy Portfolio’s
investments also include alternative investments and other investments, which are valued based
on the net asset value of the investments. In addition, the Alpha Fund participates, and the
Ascension Legacy Portfolio participated, in securities lending transactions whereby a portion of
its investments is loaned to selected established brokerage firms in return for cash and securities
from the brokers as collateral for the investments loaned.

Purchases and sales of investments are accounted for on a trade-date basis. Investment returns
are comprised of dividends, interest, and gains and losses on ABHS’s investments, as well as
ABHS’s return on its interest in investments held by Ascension Health Alliance, and are reported
as nonoperating gains (losses) in the consolidated statement of operations and changes in net
assets, unless the return is restricted by donor or law.

Inventories

Inventories, consisting primarily of medical supplies and pharmaceuticals, are stated at the lower
of cost or market value utilizing first-in, first-out (FIFO), or a methodology that closely
approximates FIFO. -
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Notes to Consolidated Financial Statements (continued)
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2. Significant Accounting Policies (continued)
Intangible Assets

Intangible assets primarily consist of an asset related to an agreement for use of the trade name
“Alexian Brothers” and capitalized computer software costs, including software internally
developed. Costs incurred in the development and installation of internal use software are
expensed or capitalized depending on whether they are incurred in the preliminary project stage,
application development stage, or post-implementation stage. Intangible assets are included in
other noncurrent assets on the consolidated balance sheet and are comprised of the following:

June 30,
2013
Capitalized computer software costs $ 13,236
Less accumulated amortization 3,001
Capitalized software costs, net 10,235
Other 2,981
Total intangible assets, net $ 13,216

Intangible assets with definite lives, primarily capitalized computer software costs, are amortized
over their expected useful lives of two to five years.
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Notes to Consolidated Financial Statements (continued)
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2. Significant Accounting Policies (continued)
Property and Equipment

Property and equipment are stated at cost or, if donated, at fair market value at the date of the
gift. A summary of property and equipment at June 30, 2013, is as follows:

June 30,

2013
Land $ 35,129
Land improvements 3,910
Buildings 570,715
Equipment 123,075

732,829
Less accumulated depreciation 69,064

663,765
Construction in progress 19,212
Total property and equipment, net $ 682,977

Depreciation is determined on a straight-line basis over the estimated useful lives of the related
assets. Depreciation expense in 2013 was $47,454.

Estimated useful lives by asset category are as follows: land improvements— 11 to 21 years;
buildings — 4 to 44 years; and equipment — 2 to 20 years.

Interest costs incurred as part of related construction are capitalized during the period of
construction. Net interest capitalized in 2013 was $2,397.

Several capital projects have remaining construction and related equipment purchase
commitments of approximately $32,513 as of June 30, 2013.
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2. Significant Accounting Policies (continued)
Noncontrolling Interest

The consolidated financial statements include all assets, liabilities, revenue, and expenses of less
than 100% owned or controlled entitiecs ABHS controls in accordance with applicable accounting
guidance. Accordingly, ABHS has reflected a noncontrolling interest for the portion of net assets
not owned or controlled by ABLIS separately on the consolidated balance sheet.

Temporarily and Permanently Restricted Net Assets

Temporarily restricted net assets are those assets whose use by ABHS has been limited by
donors to a specific time period or purpose. Permanently restricted net assets consist of gifts with
corpus values that have been restricted by donors to be maintained in perpetuity. Temporarily
restricted net assets and earnings on permanently restricted net assets are used in accordance with
the donor’s wishes, primarily to purchase equipment and to provide charity care and other health
and educational services. Contributions with donor-imposed restrictions that are met in the same
reporting period are reported as unrestricted.

Unconditional promises to give cash and other assets are reported at fair value at the date the
promise is received, which is then treated as cost. Conditional promises to give and indications
of intentions to give are reported at fair value at the date the gift is received. The gifts are
reported as either temporarily or permanently restricted support if they are received with donor
stipulations that limit the use of the donated assets. When a donor restriction expires, that is,
when a stipulated time restriction ends or purpose restriction is accomplished, temporarily
restricted net assets are reclassified as unrestricted net assets and reported in the accompanying
consolidated statement of operations and changes in net assets as net assets released
from restrictions.

Gifts of long-lived assets such as land, buildings, and equipment are reported as unrestricted gifts
and bequests unless explicit donor stipulations specify how the donated assets must be used.
Gifts of long-lived assets with explicit restrictions that specify how the assets are to be used and
gifts of cash or other assets that must be used to acquire long-lived assets are reported as
restricted contributions. Absent explicit donor stipulations about how long those long-lived
assets must be maintained, expirations of donor restrictions are reported and unrestricted when
the donated or acquired long-lived assets are placed in service.
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Notes to Consolidated Financial Statements (continued)
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2. Significant Accounting Policies (continued)
Deferred Accommodation Fees and Deposits

Advance fees paid by a resident upon entering into a continuing care contract, net of the
estimated portion thereof that is expected to be refunded to the resident, are recorded as deferred
revenue and are amortized to income using the straight-line method over the estimated remaining
life expectancy of the resident. Accommodation fees are refundable to residents based on
contractual rebate schedules. The refundable portion based on the contractual rebate schedules of
the deferred accommodation fees was approximately $25,100 at June 30, 2013.

Under the terms of residency agreements with individuals, AVM and AVT are obligated to
provide those individuals with occupancy and certain services in their respective residential units
as well as required nursing care in their skilled nursing centers during the residents’ remaining
lifetimes, in exchange for payment of the respective accommodation fees and monthly service
fees. AVM and AVT annually calculate the present value of the net cost of future services and
use of facilities to be provided to current residents and compare those amounts with the balance
of deferred accommodation fees. If the present value of the net cost of future services and use of
facilities exceeds the deferred accommodation fees, a liability is recorded (obligation to provide
future services and use of facilities) with the corresponding charge to income. Using a discount
rate of 6% at June 30, 2013, no such liability was required. The discount rate is based on the
average rate for actual earnings, dividends, and return on investments.

Performance Indicator

The performance indicator is excess of revenues and gains over expenses and losses. Changes in
unrestricted net assets that are excluded from the performance indicator primarily include
pension and other postretirement liability adjustments, transfers to or from sponsors and other

affiliates, net assets released from restrictions for property acquisitions, and contributions of
property and equipment
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2. Significant Accounting Policies (continued)
Operating and Nonoperating Activities

ABHS’s primary mission is to meet the health care needs in its market area through a broad
range of general and specialized health care services, including inpatient acute care, outpatient
services, long-term care, and other health care services. Activities directly associated with the
furtherance of this purpose are considered to be operating activities. Other activities that result in
gains or losses peripheral to ABHS’s primary mission are considered to be nonoperating
activities, consisting primarily of investment returns.

Net Patient Service Revenue, Accounts Receivable, and Allowance for Doubtful Accounts

Net patient service revenue is reported at the estimated realizable amounts from patients, third-
party payors, and others for services provided and includes estimated retroactive adjustments
under reimbursement agreements with third-party payors. Revenue under certain third-party
payor agreements is subject to audit, retroactive adjustments, and significant regulatory actions.
Provisions for third-party payor settlements and adjustments are estimated in the period the
related services are provided and adjusted in future periods as additional information becomes
available and as final settlements are determined. Laws and regulations governing the Medicare
and Medicaid programs are complex and subject to interpretation. As a result, there is at least a
possibility that recorded estimates will change by a material amount in the near term.
Adjustments to revenue related to prior periods increased net patient service revenue by
approximately $4,438 for the year ended June 30, 2013,

The state of Illinois (the State) enacted an assessment program to assist in the financing of its
Medicaid program through June 30, 2014. Pursuant to this program, hospitals within the State
are required to remit payment to the State Medicaid program under an assessment formula
approved by the Centers for Medicare and Medicaid Services (CMS). ABHS has included their
related prorated assessments of $24,338 in 2013 within other expenses in the accompanying
consolidated statement of operations and changes in net assets. The assessment program also
provides hospitals within the State with additional Medicaid reimbursement based on funding
formulas also approved by CMS. ABHS has included their additional related prorated
reimbursement of $23,832 in 2013 within net patient and resident service revenue in the
accompanying consolidated statement of operations and changes in net assets. St. Alexius and
ABBHH also qualified for the Safety Net Adjustment Payments program (SNAP) to provide
additional funding to providers based on funding formulas approved by the State for State fiscal
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2. Significant Accounting Policies (continued)

year ended June 30, 2013. St. Alexius and ABBHH have included its related prorated SNAP
reimbursement of $2,933 within net patient and resident service revenue in the accompanying
2013 consolidated statement of operations and changes in net assets. St. Alexius also qualified
for the Outpatient Assistance Adjustment program (OAAP) to provide additional funding to
providers based on funding formulas approved by the State for State fiscal year ended June 30,
2013. St. Alexius has included its related prorated OAAP reimbursement of $4,946 within net
patient and resident service revenue in the accompanying 2013 consolidated statement of

operations and changes in net assets. There were no advance quarterly payments at
June 30, 2013.

The percentage of net patient and resident service revenue earned by payor for the year ended
June 30, 2013, is as follows:

Year Ended
June 30, 2013
Medicare 30%
Medicaid 7
HMO/PPO 22
Blue Cross 28
Self Pay and Other 13
Total 100%

ABHS grants credit without collateral to its patients, most of whom are local residents and are
insured under third-party payor arrangements. Significant concentrations of accounts receivable,
less allowance for doubtful accounts, at June 30, 2013, are as follows:

Year Ended
June 30, 2013
Medicare 239%,
Medicaid 11
HMO/PPO 17
Blue Cross 7
Self Pay 30
Other 12
Total 100%
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2. Significant Accounting Policies (continued)

The provision for doubtful accounts related to net patient service revenue is based upon
management’s assessment of expected net collections considering economic conditions,
historical experience, trends in health care coverage, and other collection indicators. Periodically
throughout the year, management assesses the adequacy of the allowance for doubtful accounts
based upon historical write-off experience by payor category, including those amounts not
covered by insurance. The results of this review are then used to make any modifications to the
provision for doubtful accounts to establish an appropriate allowance for doubtful accounts.
After satisfaction of amounts due from insurance and reasonable efforts to collect from the
patient have been exhausted, ABHS follows established guidelines for placing certain past-due
patient balances with collection agencies, subject to the terms of certain restrictions on collection
efforts as determined by Ascension Health. Accounts receivable are written off after collection
efforts have been followed in accordance with ABHS’s policies. See Adoption of New
Accounting Standards section for change in accounting presentation of provision for doubtful
accounts in the accompanying consolidated statement of operations and changes in net assets.

The methodology for determining the allowance for doubtful accounts and related write-offs on
uninsured patient accounts has remained consistent with the prior year. ABHS has not
experienced material changes in write-off trends and has not materially changed its charity care
policy since June 30, 2012.

Electronic Health Record Incentive Payments

The American Recovery and Reinvestment Act of 2009 (ARRA) included provisions for
implementing health information technology under the Health Information Technology for
Economic and Clinical Health Act (HITECH). The provisions were designed to increase the use
of electronic health record (EHR) technology and establish the requirements for a Medicare and
Medicaid incentive payment program beginning in 2011 for eligible providers that adopt and
meaningfully use certified EHR technology. Eligibility for annual Medicare incentive payments
is dependent on providers demonstrating meaningful use of EHR technology in each period over
a four-year period. Initial Medicaid incentive payments are available to providers that adopt,
implement, or upgrade certified EHR technology. Providers must demonstrate meaningful use of
such technology in subsequent years to qualify for additional Medicaid incentive payments.
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2. Significant Accounting Policies (continued)

ABHS accounts for HITECH incentive payments as a gain contingency. Income from Medicare
incentive payments is recognized as revenue after ABHS has demonstrated that it complied with
the meaningful use criteria over the entire applicable compliance period and the cost report
period that will be used to determine the final incentive payment has ended. ABHS recognized
revenue from Medicaid incentive payments after it adopted certified EHR technology. Incentive
payments totaling $2,710 for the year ended June 30, 2013, are included in total operating
revenue in the accompanying consolidated statement of operations and changes in net assets.
Income from incentive payments is subject to retrospective adjustment as the incentive payments
are calculated using Medicare cost report data that is subject to audit. Additionally, ABHS’s
compliance with the meaningful use criteria is subject to audit by the federal government.

Impairment, Restructuring, and Nonrecurring Expenses

Long-lived assets are reviewed for impairment whenever events or business conditions indicate
the carrying amount of such assets may not be fully recoverable. Initial assessments of
recoverability are based on estimates of undiscounted future net cash flows associated with an
asset or group of assets. Where impairment is indicated, the carrying amount of these long-lived
assets is reduced to fair value based on discounted net cash flows or other estimates of fair value.

During the year ended June 30, 2013, ABHS recorded total impairment, restructuring, and
nonrecurring expenses of $2,662. For the year ended June 30, 2013, this amount was comprised
of long-lived asset impairments of approximately $1,252 and restructuring and nonrecurring
expenses of approximately $1,410.

Regulatory Compliance

Various federal and state agencies have initiated investigations regarding reimbursement claimed
by ABHS. The investigations are in various stages of discovery, and the ultimate resolution of
these matters, including the liabilities, if any, cannot be readily determined; however, in the

opinion of management, the results of these investigations will not have a material adverse
impact on the consolidated financial statements of ABHS.
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2. Significant Accounting Policies (continued)
Adoption of New Accounting Standards

In July 2011, the Financial Accounting Standards Board issued Accounting Standards Update
No. 2011-07, Presentation and Disclosure of Patient Service Revenue, Provision for Bad Debt
and the Allowance for Doubtful Accounts for Certain Health Care Entities. This accounting
standards update requires health care entities that recognize significant amounts of patient
service revenue at the time services are rendered to present the provision for doubtful accounts
related to patient service revenue adjacent to patient service revenue in the statement of
operations and changes in net assets rather than as an operating expense. Additional disclosures
relating to sources of patient service revenue and the allowance for doubtful accounts are also
required. This new guidance is effective for fiscal years and interim periods within those fiscal
years beginning after December 15, 2011.

ABHS recognizes a significant amount of patient service revenue at the time services are
rendered in certain settings such as the emergency room, even though the patient’s ability to pay

is not initially assessed. ABHS assessed the significance of adopting this accounting standards
update at the consolidated level. ABHS adopted this guidance as of July 1, 2012.
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3. Cash and Cash Equivalents, Interest in Investments Held by Ascension Health Alliance,
Assets Limited as to Use, and Other Long-Term Investments

At June 30, 2013, ABHS’s investments are comprised of its interest in investments held by
Ascension Health Alliance and certain other investments, including investments held and
managed locally. Assets limited as to use primarily include investments restricted by donors.
ABHS’s cash, cash equivalents, interest in investments held by Ascension Health Alliance, and
assets limited as to use and other long-term investments are reported in the accompanying
consolidated balance sheet as presented in the following table:

2013

Cash and cash equivalents $ 7,185
Short-term investments 8,005
Trustee-held funds 16,191
Restricted funds _ 10,372
Other investments 3,035
Total cash and cash equivalents, short-term investments, and

other investments 44,788
Interest in investments held by Ascension Health Alliance 341,451
Total $ 386,239

The composition of cash and investments classified as cash and cash equivalents, short-term
investments, assets limited as to use, and other investments is summarized as follows:

2013
Cash and equivalents (includes restricted funds) $ 34,697
U.S. government (includes restricted funds) 5,004
Restricted pledges receivable 3,024
Other investments — hedge funds 2,063
Interest in investments held by Ascension Health Alliance 341,451
Total $§ 386,239
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3. Cash and Cash Equivalents, Interest in Investments Held by Ascension Health Alliance,
Assets Limited as to Use, and Other Long-Term Investments (continued)

As of June 30, 2013, the composition of total Alpha Fund and HSD investments is as follows:

June 30,
2013
Cash and cash equivalents 3.3%
U.S. government obligations 24.7
Corporate and foreign fixed income securities 12.0
Asset-backed securities 8.6
Equity securities ; 17.4
Alternative investments and other investments:
Private equity and real estate funds 5.8
Hedge funds 21.9
Commodities funds and other investments 6.3
Total 100.0%
[nvestment return recognized by ABHS is summarized as follows:
Year Ended
June 30,
2013
Return on interest in investments held by Ascension Health Alliance
and investment return in Ascension Legacy Portfolio $ 21,290
Interest and dividends 1,557
Net losses.on investments reported at fair value (2)
Total investment return $ 22,845

All of investment return is included in nonoperating gains (losses) in the consolidated statement
of operations and changes in net assets.
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4. Fair Value Measurements

ABHS categorizes, for disclosure purposes, assets and liabilities measured at fair value in the
financial statements based upon whether the inputs used to determine their fair values are
observable or unobservable. Observable inputs are inputs that are based on market data obtained
from sources independent of the reporting entity. Unobservable inputs are inputs that reflect the
reporting entity’s own assumptions about pricing the asset or liability, based on the best
information available in the circumstances.

In certain cases, the inputs used to measure fair value may fall into different levels of the fair
value hierarchy. In such cases, an asset’s or liability’s level within the fair value hierarchy is
based on the lowest level of input that is significant to the fair value measurement of the asset or
liability. ABHS’s assessment of the significance of a particular input to the fair value
measurement in its entirety requires judgment and considers factors specific to the asset or
liability.

ABHS follows the three-level fair value hierarchy to categorize these assets and liabilities
recognized at fair value at each reporting period, which prioritizes the inputs used to measure
such fair values. Level inputs are defined as follows:

Level 1- Quoted prices (unadjusted) that are readily available in active markets or
exchanges for identical assets or liabilities on the reporting date.

Level 2 — Inputs other than quoted market prices included in Level 1 that are observable for
the asset or liability, either directly or indirectly. Level 2 pricing inputs include prices quoted
for similar investments in active markets or exchanges or prices quoted for identical or
similar investments in markets that are not active. If the asset or liability has a specified
(contractual) term, a Level 2 input must be observable for substantially the full term of the
asset or liability.

Level 3 — Significant pricing inputs that are unobservable for the asset or liability, including
assets or liabilities for which there is little, if any, market activity for such asset or liability.

Inputs to the determination of fair value for Level 3 assets and liabilities require management
judgment and estimation.
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4. Fair Value Measurements (continued)

There were no significant transfers between Levels 1 and 2 during the year ended June 30, 2013.
As of June 30, 2013, the Level 1, Level 2 and Level 3 assets and liabilities listed in the fair value
hierarchy tables below utilize the following valuation techniques and inputs:

Cash and cash equivalents and short-term investments

Short-term investments designated as Level 2 investments are primarily comprised of
commercial paper, whose fair value is based on amortized cost. Significant observable inputs
include security cost, maturity, credit rating, interest rate, and par value. Cash and cash
equivalents and additional short-term investments include certificates of deposit whose fair value
is based on cost plus accrued interest. Significant observable inputs include security cost,
maturity, and relevant short-term interest rates.

U.S. government, state, municipal, and agency obligations

The fair value of investments in U.S. government, state, municipal, and agency obligations is
primarily determined using techniques consistent with the income approach. Significant
observable inputs to the income approach include data points for benchmark constant maturity
curves and spreads.

Corporate and foreign fixed income securities

The fair value of investments in U.S. and international corporate bonds, including commingled
funds that invest primarily in such bonds, and foreign government bonds is primarily determined
using techniques that are consistent with the market approach. Significant observable inputs
include benchmark yields, reported trades, observable broker/dealer quotes, issuer spreads, and
security specific characteristics, such as early redemption options.

Asset-backed securities

The fair value of U.S. agency and corporate asset-backed securities is primarily determined using

techniques consistent with the income approach. Significant observable inputs include
prepayment speeds and spreads, benchmark yield curves, volatility measures, and quotes.
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4. Fair Value Measurements (continued)
Equity securities

The fair value of investments in U.S. and international equity securities is primarily determined
using the calculated net asset value. The values for underlying investments are fair value
estimates determined by external fund managers based on operating results, balance sheet
stability, growth, and other business and market sector fundamentals.

Alternative investments consist of hedge funds. Alternative investments are valued using net
asset values as determined by external investment managers.

The fair value of derivative contracts is primarily determined using techniques consistent with
the market approach. Derivative contracts include interest rate, credit default, and total return
swaps. Significant observable inputs to valuation models include interest rates, Treasury yields,
volatilities, credit spreads, maturity, and recovery rates.

As discussed in the Significant Accounting Policies and the Cash and Cash Equivalents, Interest
in Investments Held by Ascension Health Alliance, Assets Limited as to Use, and Other Long-
term investments notes, ABHS has an interest in investments held by Ascension Health Alliance.
As of June 30, 2013, 20%, 42% and 37% of total Alpha Fund assets that are measured at fair
value on a recurring basis were measured based on Level 1, Level 2, and Level 3 inputs,
respectively, while 0%, 100% and 0% of total Alpha Fund liabilities that are measured at fair
value on a recurring basis were measured at such fair values based on Level 1, Level 2, and
Level 3 inputs, respectively.
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4. Fair Value Measurements (continued)

The following table summarizes fair value measurements, by level, at June 30, 2013, for all other
financial assets that are measured at fair value on a recurring basis in the consolidated financial
statements:

June 30,2013 Redemption or  Days’
Level 1 Level 2 Level 3 Total Liquidation Notice

Cash and cash equivalents $ 11,527 $ - $ — $§ 11,527 Daily One

Hedge fund investments:
Absolute return/multiple

strategies $§ 4635 % - $ 2063 § 6,698 Inredemption
Total hedge fund investments 4,635 — 2,063 6,698
Total other long-term investments $ 4635 § - $ 2063 $§ 6,698
June 30, 2013 Redemption or  Days’

Level 1 Level 2 Level 3 Total Liquidation Notice

Restricted funds:

Cash and cash equivalents $ 7348 $ -3 — § 7,348 Daily One
Restricted pledges receivable 3,024 - = 3,024 Daily One

Total restricted funds $ 10372 § $ - § 10372
June 30,2013 Redemption or  Days’

Level 1 Level 2 Level 3 Total Liquidation Notice

Trustee-held funds:
Cash and cash equivalents $ 11,187 § 5004 $ — $§ 16,191 Daily One
Total trustee-held funds $ 11,187 $§ 5004 $ — $ 16,191

Assets and liabilities classified as Level 1 are valued using unadjusted quoted market prices for
identical assets or liabilities in active markets. ABHS uses techniques consistent with the market
approach and income approach for measuring fair value of its Level 2 and Level 3 assets and
liabilities. The market approach is a valuation technique that uses prices and other relevant
information generated by market transactions involving identical or comparable assets or
liabilities. The income approach generally converts future amounts (cash flows or earnings) to a
single present value amount (discounted).

1308-1116595 29

Alexian Village CON - 6/13/2014 - Page 135 of 249



124

Alexian Brothers Health System and Subsidiaries

Notes to Consolidated Financial Statements (continued)
(In thousands)

4. Fair Value Measurements (continued)

During the year ended June 30, 2013, the changes in the fair value of the foregoing assets
measured using significant unobservable inputs (Level 3) were comprised of the following.

Absolute
Return

Strategies
July 1, 2012 $ 49,665
Total realized and unrealized gains (losses) 1,270
Sales (44,237)
Transfers to Level 1 (4,635)
June 30, 2013 $ 2,063

The basis for recognizing and valuing transfers into or out of Level 3, in the Level 3 rollforward,
is as of the beginning of the period in which the transfers occur.

The following table summarizes fair value measurements, by level, at June 30, 2013, for all
financial liabilities that are measured at fair value on a recurring basis in the consolidated

financial statements:

Level 1 Level 2 Level 3 Total

Interest rate swap $ - $ (2,685) $ - § (2,685)

Fair value of the interest rate swap is determined using pricing models developed based on the
LIBOR swap rate and other observable market data. The value was determined after considering
the potential impact of collateralization and netting agreements, adjusted to reflect
nonperformance risk of both the counterparty and ABHS.

Fair value of fixed rate long-term debt is estimated based on the quoted market prices for the
same or similar issues or on the current rates offered to ABHS for debt of the same remaining
maturities. For variable rate debt, carrying amounts approximate fair value. Fair value was
estimated using quoted market prices based upon ABHS’s current borrowing rates for similar
types of long-term debt securities.
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4. Fair Value Measurements (continued)

The following table presents the carrying amounts and estimated fair values of ABHS’s financial
instruments not carried at fair value at June 30, 2013:

Carrying Fair
Amount Value
Long-term debt $ 482,416 $§ 491,474
5. Long Term Debt
A summary of long-term debt as of June 30, 2013, is as follows:
2013

Illinois Finance Authority Revenue Refunding Bonds Series 2005
(Alexian Brothers Health System and Subsidiaries):
Series 2005A, with fixed interest rates ranging from 5.00% to 5.50%

and varying debt service payments through January 1, 2028 $ 64,775
Series 2005B, with fixed interest rates ranging from 5.00% to 5.50%
and varying debt service payments through January 1, 2028 25,841

Illinois Finance Authority Revenue Bonds, Series 2008 (Alexian Brothers

Health System and Subsidiaries), with fixed effective rate of 5.50%,

due by annual mandatory redemption beginning February 15, 2029

through 2038 3,103
lllinois Finance Authority Revenue Refunding Bonds Series 2010

(Alexian Brothers Health System and Subsidiaries), with fixed interest

rates ranging from 3.50% to 5.25% and varying debt service payments

through February 15, 2030 72,164
Intercompany debt with Ascension Health Alliance, payable in

installments through 2054; interest (3.54% at June 30, 2013) adjusted

based on prevailing blended market interest rate of underlying debt

obligations 324,494
Total long-term debt 490,377
Less current maturities of long-term debt 7,961
Long-term debt, excluding current maturities $ 482416
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5. Long-Term Debt (continued)

ABHS and certain of its affiliates (ABMC, St. Alexius, ABBHH, ABHN, ABSJ, AVM, AVT,
Savelli, ABLV, ABSV, and ABCS, collectively referred to as the Obligated Group) entered into
a Master Trust Indenture dated September 1, 1985, as amended and restated. The purpose of the
Master Trust Indenture is to provide a mechanism for the efficient and economical issuance of
notes by individual members of the Obligated Group using the collective borrowing capacity and
credit rating of the Obligated Group. The Master Trust Indenture requires individual members of
the Obligated Group to make principal and interest payments on notes issued for their benefit
and to pay such amounts as are otherwise necessary to enable the Obligated Group to satisfy
other obligations issued under the Master Trust Indenture. Outstanding debt issued by members
of the Obligated Group pursuant to the Master Trust Indenture aggregated $157,000 at
June 30, 2013.

Obligations issued under the Master Trust Indenture are secured by a direct pledge of the
unrestricted receivables of the Obligated Group and a mortgage on ABMC and St. Alexius. The
proceeds from each bond issue are administered by bond trustees to comply with the terms of the
Master Trust Indenture.

On August 11, 2005, ABHS issued Series 2005A Auction Rate Securities (Series 2005A), Series
2005B Auction Rate Securities (Series 2005B), and Series 2005C Variable Rate Demand
Revenue Bonds (Series 2005C) (collectively, the Series 2005 Bonds), issued by the Illinois
Finance Authority, for the purpose of partial refinancing of the ABHS Series 1999 Bonds.
Assured Guaranty insures payment of the principal and interest of the Series 2005 Bonds. On
April 14, 2008, ABHS converted the outstanding Illinois Finance Authority Revenue Refunding
Bonds Series 2005A and Series 2005B from auction rate securities to fixed rate bonds. The
aggregate amounts for each series are set forth below:

* Series 2005A Bonds are fixed rate bonds issued in the aggregate amount of $87,425.
Principal and interest payments on the Series 2005A Bonds are payable semiannually
commencing on January 1, 2009 through 2028, with fixed interest rates ranging from
4.00% to 5.50% with an aggregate rate of 5.35%.

* Series 2005B Bonds are fixed rate bonds issued in the aggregate amount of $85,925.
Principal and interest payments on the Series 2005B Bonds are payable semiannually

commencing on January 1, 2009 through 2028, with fixed interest rates ranging from
4.00% to 5.50% with an aggregate rate of 5.35%.
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5. Long-Term Debt (continued)

+ Series 2005C Bonds were variable ratc demand revenue securities issued in the aggregate
amount of $80,945. On April 21, 2011, the Series 2005C Bonds were refunded with the
issuance of the Illinois Revenue Refunding Bonds, Series 2010 (ABHS Series 2010
Bonds), and that portion of the Assured Guaranty insurance policy for the Series 2005C
was canceled.

On April 23, 2008, ABHS issued Revenue Bonds, Series 2008 (ABHS Series 2008 Bonds) in the
aggregate amount of $45,000 through the 1llinois Finance Authority. The ABHS Series 2008
Bonds are due in varying annual principal installments beginning February 2029 through
February 2038 with interest payable semiannually at an effective rate of 5.50%. The ABHS
Series 2008 Bonds are supported by a debt service reserve of $1,063 ($4,500 at original
issuance). Proceeds of the ABHS Series 2008 Bonds were used for payment or reimbursement of
costs of acquiring, constructing, renovating, remodeling, and equipping certain health facilities,
including but not limited to the modernization and expansion of hospital facilities at ABMC,
fund working capital, and to pay certain costs incurred with the bonds.

On April 21, 2010, ABHS issued ABHS Series 2010 Bonds in the aggregate amount of $133,400
through the Illinois Finance Authority. The ABHS Series 2010 Bonds are due in varying annual
principal installments beginning February 2011 through February 2030 with interest payable
semiannually at an effective rate of 4.975%. The ABHS Series 2010 Bonds are supported by a
debt service reserve of $12,300. Proceeds of the ABHS Series 2010 Bonds were used to refund
the ABHS Series 2005C Bonds in the amount outstanding of $70,420 and for payment or
reimbursement of costs of acquiring, constructing, renovating, remodeling, and equipping certain
health facilities, to fund the debt service reserve, and to pay certain costs incurred with
the bonds.

On May 10, 2012, ABHS entered into a debt agreement between Ascension Health Alliance and
ABHS in the aggregate amount of approximately $326,918. Amounts under the ABHS debt
agreement of 2012 are due in varying annual principal installments beginning November 2012
through November 2054. Proceeds of the ABHS debt agreement were used for payment or
reimbursement of costs of acquiring, constructing, renovating, remodeling, and equipping certain
health facilities, including but not limited to the modernization and expansion of hospital
facilities at St. Alexius Medical Center, and the Skilled Nursing Facility addition at Alexian
Brothers Sherbrooke Village, and to refund the ABHS Series 2004 Bonds; redeem the ABHS
Series 1999 Bonds, the Alexian Village of Tennessee Series 1999 Bonds, the Alexian Village of
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5. Long-Term Debt (continued)

Milwaukee Series 1988 Bonds. and the ABHS Series 2009 Bonds; and partially redeem the
ABHS Series 2010 Bonds, the ABHS Series 2008 Bonds, and the ABHS Series 2005A and
2005B Bonds.

Scheduled principal repayments on the long-term debt based on the scheduled redemptions
according to the Master Trust Indenture (MTI) and the debt agreement with Ascension Health

Alliance are as follows:

Year ending June 30:

2014 $ 7,961
2015 4,897
2016 11,344
2017 17,810
2018 20,381
Thereafter 419,100

$ 481,493

During the year ended June 30, 2013, interest paid was approximately $19,734. Capitalized
interest was approximately $2,397 for the year ended June 30, 2013.

6. Derivative Instruments

ABHS has entered into interest rate related derivative instruments to manage its exposure on debt
instruments. By using the derivative financial instrument to hedge exposures to changes in
interest rates, ABHS is exposed to credit risk and market risk. Credit risk is the failure of the
counterparty to perform under the terms of the derivative contracts. When the fair value of a
derivative contract is positive, the counterparty owes ABHS, which creates credit risk for ABHS.
When the fair value of a derivative contract is negative, ABHS owes the counterparty, and
therefore, it does not possess credit risk. ABHS minimizes the credit risk in derivative
instruments by entering into transactions with high-quality counterparties. Market risk is the
adverse effect on the value of a financial instrument that results from a change in interest rates.
The market risk associated with interest rate changes is managed by establishing and monitoring
parameters that limit the types and degree of market risk that may be undertaken. ABHS
management also mitigates risk through periodic reviews of its derivative positions in the context
of their total blended cost of capital.
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6. Derivative Instruments (continued)
Interest Rate Swap Agreement

ABHS entered into an interest rate swap agreement in June 2005. The change in the fair value of
the interest rate swap agreement of $1,216 for the year ended June 30, 2013, is recognized as a
component of investment income return in nonoperating gains (losses) in the accompanying
consolidated statement of operations and changes in net assets. Under the swap agreement,
ABHS receives, monthly, 58.20% of one-month LIBOR plus 40 basis points and payments at an
annual fixed rate of 3.089% through April 2028.

The fair value of the interest rate swap agreement of $(2,685) at June 30, 2013, is included as a
component of other noncurrent liabilities in the accompanying consolidated balance sheet. The
differential to be paid or received under the interest rate swap agreement is recognized monthly
and amounted to net payments of $1,309 for the year ended June 30, 2013, which has been
included in nonoperating investment return in the accompanying consolidated statement of
operations and changes in net assets. The value of the swap has been increased by a credit
valuation adjustment of approximately $33 at June 30, 2013.

A summary of outstanding positions under the interest rate swap agreement at June 30, 2013, is
as follows:

Notional
Amount Maturity Date Rate Received Rate Paid

$ 47,220  January 1, 2019 58.2% of LIBOR + 40 basis points 3.089%
7. Pension Plans

ABHS sponsors various noncontributory defined benefit pension plans (Plans) for the benefit of
certain eligible employees of participating entities. The normal retirement benefit of the Plans is
a monthly retirement income, which is computed based on a cash balance accumulated from
employer contributions and interest earnings thereon tied to the ten-year treasury bill rate. The
normal benefit is payable to a married participant as a 50% joint and survivor annuity and to a
single participant as a life only annuity. Alternative forms of payment are available.
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7. Pension Plans (continued)

Contributions made to the Plans are calculated by multiplying each employee’s annual earnings
by percentages that vary depending on the employee’s years of credited service. The assets of the
Plans are held in a bank-administered trust. Active participants are also eligible to participate in
the Alexian Brothers Retirement Savings 401(k) Plan (the 401(k) Plan), which permits them to
defer income and receive a matching contribution to a portion of the savings.

In addition, Thelen and ABAG each sponsor a contributory 401(k) plan (the Thelen Plan and
ABAG Plan, respectively) that covers substantially all employees of Thelen and ABAG.
Participants may contribute a percentage of their salary up to the IRS limits. The ABAG Plan
was amended in June 2009 to provide for a dollar-for-dollar match on the first 2% of earnings the
employee saves. Employees who were eligible participants in the previous Bonaventure Medical
Group 401(k) plan also became eligible to participate in the ABAG defined benefit plan as of
July 1, 2009. As part of this amendment, sponsorship of the ABAG Plan was assumed by ABHS.
The Thelen Plan may also make matching contributions starting January 1, 2008.

Cost recognized in the consolidated financial statements pursuant to the terms of the 401(k) Plan,
the Thelen Plan, and the ABAG Plan totaled approximately $5,859 for the year ended June 30,
2013, and is reflected as employee benefits expense in the accompanying consolidated statement
of operations and changes in net assets. The 401(k) Plan, the Thelen Plan, and the ABAG Plan
are funded on a current basis.

Effective December 31, 2009, ABHS amended the Basic Plan to close participation to employees
hired on or after January 1, 2010. Eligible participants as of December 31, 2009, employees
hired during 2009, and certain groups of employees who were not currently at work on
December 31, 2009, but returned to work within the provisions of the Plan continue to be eligible
to participate in the Plan. In addition, the 401(k) Plan was amended effective January 1, 2010, to
add a Retirement Contribution Account (Account) for employees hired on or after January 1,
2010. This Account provides for a contribution to the 401(k) Plan based upon earnings and years
of service for eligible employees without regard to whether they are currently deferring their own
savings.

ABHS recognizes the cost related to employee service using the unit credit cost method. Gains
and losses, calculated as the difference between estimates and actual amounts of plan assets and
the projected benefit obligation, and prior service costs are amortized over the expected future
service period. The excess of plan assets over the projected benefit obligation at transition is also
amortized over the expected future service period.
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7. Pension Plans (continued)

ABHS accounts for the defined benefit pension plan in accordance with ASC 715, Compensation
— Retirement Benefits. ASC 715 requires the recognition in the consolidated balance sheet of the
funded status of defined benefit pension plans and other postretirement benefit plans, including
all previously unrecognized actuarial gains and losses and unamortized prior service cost, as a
component of unrestricted net assets.

The actuarial funding method used in the actuarial valuation for 2013 is the projected unit credit
cost method. The measurement date for plan liabilities and assets is June 30.

The following tables set forth the Plans’ Basic Pension Plan and SERP Restoration Plan funded
status, amounts recognized in the accompanying consolidated financial statements, and

assumptions used in determining the benefit obligation at June 30, 2013:

Change in benefit obligation:

Projected benefit obligation at July 1, 2012 $ 123,620
Service cost 10,640
Interest cost , 4,911
Actuarial gains (1,467)
Benefits paid (12,730)

Projected benefit obligation at June 30, 2013 $ 124,974

Change in plan assets:

Fair value of plan assets at July 1, 2012 $ 107,605
Actual return on plan assets 3,697
Employer contributions 11,924
Benefits paid (12,730)

Fair value of plan assets at June 30, 2013 $ 110,496
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7. Pension Plans (continued)
June 30,2013

Reconciliation of funded status:

Funded status §  (14,478)
Amounts recognized in the accompanying consolidated balance sheet:

Accrued benefit liability $ €))

Other long-term liabilities (14,477)
Net amounts recognized in the balance sheet $ ( 14,478)
Amounts not yet reflected in net periodic benefit cost and included as an

accumulated credit to unrestricted net assets:

Net actuarial loss $ 5,259
Net amounts included as an accumulated charge to unrestricted net assets $ 5,259
Calculation of change in unrestricted net assets:

Accumulated unrestricted net assets, end of year $ 5,259

Reversal of accumulated unrestricted net assets, prior year (2,839)
Change in unrestricted net assets $ 2.420
Other changes in plan assets and benefit obligations recognized in

unrestricted net assets:

Net loss experienced during the year $ 2,349

Amortization of unrecognized net loss 71
Net amounts recognized in unrestricted net assets $ 2,420
Estimate of amounts that will be amortized out of unrestricted net assets

into net pension cost:
Net loss $ (70)
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7. Pension Plans (continued)

Components of net periodic benefit cost:
Service cost
Interest cost
Expected return on plan assets
Amortization of unrecognized net loss
Net periodic benefit cost

Weighted-average assumptions:
Discount rate — benefit obligation
Discount rate — periodic benefit cost
Expected return on plan assets
Rate of compensation increase

June 30,2013

$ 10,640
4,911

(7,513)

(1)
$ 7.967

4.6%
4.2%
7.0%
4.0%

The following tables set forth the Plans’ Bargaining Unit Pension Plan funded status, amounts
recognized in the accompanying consolidated financial statements, and assumptions used in

determining the benefit obligation at June 30, 2013:

Change in benefit obligation:
Projected benefit obligation at July 1, 2012
Interest cost
Actuarial gains
Benefits paid

Projected benefit obligation at June 30, 2013

Change in plan assets:
Fair value of plan assets at July 1, 2012
Actual return on plan assets
Employer contributions
Benefits paid
Fair value of plan assets at June 30, 2013
Funded status and amounts recognized in the accompanying consolidated
balance sheet:
Other long-term liabilities

Amounts not yet reflected in net periodic benefit cost and included as an
accumulated credit to unrestricted net assets:
Net actuarial loss

1308-1116595
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(699)
14,527

10,177
356
923

(699)
10,757

$ (3,770)
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7. Pension Plans (continued)

June 30,2013
Calculation of change in unrestricted net assets:

Accumulated unrestricted net assets, end of year $ 769
Reversal of accumulated unrestricted net assets, prior year (734)
Change in unrestricted net assets $ 35
Estimate of amounts that will be amortized out of unrestricted net assets

into net pension cost:

Net loss $ 35
Other changes in plan assets and benefit obligations recognized in

unrestricted net assets:

Net loss experienced during the year ended June 30, 2013 -
Net amounts recognized in unrestricted net assets $ 35
Weighted-average assumptions:

Discount rate — benefit obligation 4.9%

Discount rate — periodic benefit cost 4.5%

Expected return on plan assets 7.0%

Rate of compensation increase N/A
Components of net periodic benefit cost:

Interest cost $ 636

Expected return on plan assets (687)
Net periodic benefit cost $ (28

The Plan’s accumulated benefit obligation equals the projected benefit obligation at June 30,
2013, as disclosed in the previous tables.

ABHS’s overall expected long-term rate of return on assets is 7.0% at June 30, 2013. The

expected long-term rate of return is based on the portfolio as a whole and not on the sum of the

- returns on individual asset categories. The return is based exclusively on historical returns,
without adjustments.
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7. Pension Plans (continued)
ABHS expects to contribute $10,201 to the Plans in 2014.

The benefits expected to be paid in each year from 2014 to 2018 are $12,696, $12,304, $12,834,
$13,637, and $14,278, respectively. The aggregate benefits expected to be paid in the five years
from 2019 to 2023 are $75,129. The expected benefits are based on the same assumptions used
to measure ABHS’s benefit obligation at June 30 and include estimated future employee service.

ABHS developed a Pension Plan Investment Policy and Guidelines (policy), which had been
reviewed and approved by the ABHS Investment Subcommittee and ratified by the ABHS
Finance Committee as of December 31, 2011. The policy established goals and objectives of the
fund, asset allocations, allowable and prohibited investments, socially responsible guidelines,
and asset classifications as well as specific manager guidelines.

The table below lists the target asset allocation and acceptable ranges and actual asset allocations
as of June 30, 2013:

Actual
Target Acceptable Allocation at
Asset Allocation Range  June 30, 2013
Cash and equivalents 0% 0-5% 0.0%
Domestic common stocks 15 10-20 15.7
Intermediate fixed securities 20 15-25 21.3
Enhanced cash 30 25-35 30.6
Alternative investments 35 30-40 32.4
Total 100% 100% 100.0%
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7. Pension Plans (continued)
Overall Investment Objective

The overall investment objective of the Pension Plan is to invest the plan assets in a prudent
manner to best serve the participants of the Plan. Pension Plan investment assets are to produce
investment results, which achieve the Plan’s actuarial assumed rate of return, protect the integrity
of the Plan, assist ABHS in meeting the obligations to the Plan participants, manage risk
exposures, focus on downside sensitivities, and maintain enough liquidity in the portfolio to
ensure timely cash outflows and beneficiary payments. The Plans’ investments are diversified
among various asset classes incorporating multiple strategies and managers to exceed a weighted
benchmark return based upon policy asset allocation targets and standard index returns.

Allocation of Investment Strategies

The Plan maintains a percent of assets in domestic equity stocks to achieve the expected rate of
return. To manage risk exposure, the Plans’ assets are invested in intermediate term fixed-
income funds, short-term fixed income funds, and shares or units in alternative investment finds
involving hedged strategies and long/short equity funds. Hedged strategies involve funds whose
managers have the authority to invest in various asset classes at their discretion, including the
ability to invest long and short. Funds with hedged strategies generally hold securities or other
financial instruments for which a ready market exists and may include stocks, bonds, put or call
options, swaps, currency hedges, and other instruments, and these securities are valued
accordingly. Because of the inherent uncertaintics of valuation, these estimated fair values may
differ from values that would have been used had a ready market existed.

Basis of Reporting

Investments are reported at estimated fair value. If an investment is held directly by ABHS and
an active market with quoted prices exists, the market price of an identical security is used as
reported fair value. Reported fair values for shares in mutual funds registered with them are
based on share prices reported by the funds as of the last business day of the fiscal year. ABHS’s
interests in alternative investment funds are generally reported at the net asset value (NAV)

reported by the fund managers, which is used as a practical expedient to estimate the fair value of
ABHS’s interest.
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7. Pension Plans (continued)

The fair value of ABHS’s pension plan assets at June 30, 2013, by asset category class, is
as follows:

June 30,2013 Redemption Days’
Level 1 Level 2 Level 3 Total or Liquidation Notice
Pension plan assets excluding
accrued interest of $0:
Corporate stocks $ 2781 § 16226 $ - § 19,007 Daily One
Fixed income:
Short-term bond fund 37,099 - ~ 37,099 Daily One
Intermediate-term bond fund 25,843 - - 25,843 Daily One
65,723 16,226 — 81,949
Hedge fund investments:
Absolute return/multiple
strategies 34,708 —~ 4,596 39,304 In Redemption
Total pension plan assets $ 100431 § 16,226 $ 4,596 $ 121,253

During the year ended June 30, 2013, the changes in the fair value of the foregoing assets
measured using significant unobservable inputs (Level 3) were comprised of the following:

Hedge Fund
Investments
Beginning balance $ 30,428
Total realized and unrealized gains (losses) 1,228
Sales (27,060)
Ending balance $ 4,596
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7. Pension Plans (continued)
Fair Value of Financial Instruments

The following methods and assumptions were used by ABHS in estimating the fair value of its
financial instruments of the Plan:

*  Fair value for corporate stocks and fixed income funds are measured using quoted market
prices at the reporting date multiplied by the quantity held. The Plan has, in hedge funds,
positions for which quoted market prices are not available. The estimated fair value of
these alternative investments includes estimates, appraisals, assumptions, and methods
provided by external financial advisors and reviewed by the Plan.

Fair Value Hierarchy

The Plan follows ASC Subtopic 715-20-50 for fair value measurements of financial assets and
financial liabilities and for fair value measurements of nonfinancial items that are recognized or
disclosed at fair value in the financial statements on a recurring basis. ASC Subtopic 715-20-50
establishes a fair value hierarchy that prioritizes the inputs to valuation techniques used to
measure fair value.

The Plan has various alternative investment funds in which the NAV is used as a practical
expedient to determine fair value in accordance with ASC Subtopic 820-10-65-6. The Plan has
no required commitments to fund the alternative investment funds. The Plan has requested full
redemption of any alternative investment fund.

8. Self-Insurance Programs

ABHS participates in pooled risk programs to insure professional and general liability risks and
workers’ compensation risks to the extent of certain self-insured limits. In addition, various
umbrella insurance policies have been purchased to provide coverage in excess of the self-
insured limits. Actuarially determined amounts, discounted at 6%, are contributed to the trusts
and the captive insurance company to provide for the estimated cost of claims. The loss reserves
recorded for estimated self-insured professional, general liability, and workers’ compensation
claims include estimates of the ultimate costs for both reported claims and claims incurred but
not reported and are discounted at 6% in 2013. In the event that sufficient funds are not available
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8. Self-Insurance Programs (continued)

from the self-insurance programs, each participating entity may be assessed its pro rata share of
the deficiency. If contributions exceed the losses paid, the excess may be returned to
participating entities.

Professional and General Liability Programs

ABHS participates in Ascension Health’s professional and general liability self-insured program
which provides claims-made coverage through a wholly owned on-shore trust and offshore
captive insurance company, Ascension Health I[nsurance, Ltd. (AHIL), with a self-insured
retention of $10,000 per occurrence with no aggregate. ABHN has a deductible of $100 per
claim. Excess coverage is provided through AHIL with limits up to $185,000. AHIL retains
$5,000 per occurrence and $5,000 annual aggregate for professional liability. AHIL also retains a
20% quota share of the first $25,000 of umbrella excess. The remaining excess coverage is
reinsured by commercial carriers.

Included in operating expenses in the accompanying consolidated statement of operations and
changes in net assets is professional and general liability expense of $15,698 for the year ended
June 30, 2013. For the year ended June 30, 2013, the expense has been reduced by $6,978 of
excess premiums previously retained by Ascension Health’s professional and general liability
self-insured program. Included in current and long-term self-insurance liabilities on the
accompanying consolidated balance sheet are liabilities for deductibles and reserves for claims
incurred but not yet reported of approximately $24,400 at June 30, 2013.

Workers’ Compensation

ABHS participates in Ascension Health’s workers’ compensation program which provides
occurrence coverage through a grantor trust. The trust provides coverage up to $1,000 per
occurrence with no aggregate. The trust provides a mechanism for funding the workers’
compensation obligation of its members. Excess insurance against catastrophic loss is obtained
through commercial insurers. Premium payments made to the trust are expensed and reflect both
claims reported and claims incurred but not reported. Included in operating expenses in the
accompanying consolidated statements of operations and changes in net assets is workers’
compensation expense of $2,575 for the year ended June 30, 2013
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Alexian Brothers Health System and Subsidiaries

Notes to Consolidated Financial Statements (continued)
(In thousands)

9. Lease Commitments

Future minimum payments under noncancelable operating leases with terms of one year or more
are as follows:

Year ending June 30:

2014 $ 14,737
2015 13,780
2016 9,798
2017 6,220
2018 5,530
Thereafter 14,596
Total $ 64.661

ABHS has subleased certain of its space under the operating leases reported above. Total future

minimum rents to be received under noncancelable subleases with terms of one year or more are
$2,222.

In addition, ABHS is a lessor under certain operating lease agreements, primarily ground leases
related to third party owned medical office buildings on land owned by ABHS. Future minimum

rental receipts under all noncancelable operating leases with terms of one year or more are as
follows:

Year ending June 30:

2014 $ 1,405
2015 744
2016 353
2017 222
2018 148
Thereafter 257

Total $ 3,129

Rental expense under operating leases amounted to $22,753 in 2013.
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Alexian Brothers Health System and Subsidiaries

Notes to Consolidated Financial Statements (continued)
(In thousands)

10. Related-Party Transactions

ABHS utilized various centralized programs and overhead services of the System or its other
sponsored organizations, including risk management, retirement services, treasury, debt
management, executive management support, administrative services, and information
technology scrvices. The charges allocated to ABHS for these services represent both allocations
of common costs and specifically identified expenses that are incurred by the System on behalf
of ABHS. Allocations are based on relevant metrics such as ABHS’s pro rata share of revenues,
certain costs, debt, or investments to the consolidated totals of the System. The amounts charged
to ABHS for these services may not necessarily result in the net costs that would be incurred by
ABHS on a stand-alone basis. The charges allocated to ABHS were approximately $40,450 for
the year ended June 30, 2013.

11. Contingencies and Commitments

In addition to professional liability claims, ABHS is involved in litigation and regulatory
investigations arising in the ordinary course of business. In the opinion of management, after
consultation with legal counsel, these matters are expected to be resolved without material
adverse effect on ABHS’s consolidated balance sheet.

12. Subsequent Events

ABHS evaluates the impact of subsequent events, which are events that occur after the balance
sheet date but before the financial statements are issued, for potential recognition in the financial
statements as of the balance sheet date. For the year ended June 30, 2013, ABHS evaluated
subsequent events through August 28, 2013, representing the date on which the financial
statements were available to be issued. During this period, there were no subsequent events that
required recognition or disclosure in the financial statements. Additionally, there were no
nonrecognized subsequent events that required disclosure.
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Supplementary Information

1308-1116595
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Report of Independent Auditors on Supplementary Information

Board of Governors
Alexian Brothers Health System and Subsidiaries

Our audit was conducted for the purpose of forming an opinion on the consolidated financial
statements as a whole. The Schedule of Net Cost of Providing Care of Persons Living in Poverty
and Community Benefit Programs is presented for purposes of additional analysis and is not a
required part of the financial statements. Such information is the responsibility of management
and was derived from and relates directly to the underlying accounting and other records used to
prepare the financial statements. The information has been subjected to the auditing procedures
applied in the audit of the financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the financial statements or to the financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the
United States. In our opinion, the information is fairly stated in all material respects in relation to

the consolidated financial statements as a whole.
St ¥ MLLP

August 28, 2013
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Alexian Brothers Health System and Subsidiaries

Schedule of Net Cost of Providing Care of Persons

Living in Poverty and Community Benefit Programs
(Dollars in Thousands)

The net cost excluding the provision for bad debt expense of providing care of persons living in
poverty and community benefit programs is as follows:

Year Ended
June 30,
2013

Traditional charity care provided $ 20,167

Unpaid cost of public programs for persons living in poverty 32,861
Other programs for persons living in poverty and other vulnerable

persons 3,773

Community benefit programs 7,710

Care of persons living in poverty and community benefit programs $ 64,511
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(General Criteria
Attachment C.

Contribution to the Orderly

Development of Health Care 1.

Transfer and Contractual Agreements
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The following is a list of all transfer and contractual agreements between Alcxian Village of T.ennessee
and various third parties. In the interest of preserving the resources of the Agency, the Apphcant has
chosen not to include each of the agreements in its entirety. However, should the Agency desire a copy of
each transfer and contractual agreement, the Applicant will be happy to provide them upon request.

List of Transfer and Contractual Agreements

¢ Agreement between AVT and Caring Senior Service of Chattanooga for Personal Assistance
Services

e Blue Cross and Blue Shield of Tennessee Institution Agrcement
~°  Agreement between AVT and Amedisys Hospice, LLC for Nursing Facility Services
e Medicare Advantage Provider Agreement
* Business Associates Agreement Addendum between AVT and SA Swallowing Services, PLLC
*  Optometric Service Agreement between AVT and Eyes on the Mountain
¢ Patient Transfer Agreement between National Healthcare of Cleveland and AVT
¢ Software License and Services Agreement between AVT and Careconnect, Inc,
e Nursing Facility Agreement between AVT and Hospice of Chattanooga, Inc.
¢ Software Use and services Agreement between AVT and Management-Data, Inc.
° Pharmacy Consultant Agreement between AVT and MediLife of Tennessce
® Agreement between Mid-South Foundation for Medical Care, Inc. and AVT
* Pharmacy Services Provider Agreement between MediLife of Tennessee and AVT
* Emergency Medical Services Agreement between Memorial Health Care System, Inc. and AVT
¢ Laboratory Services Agreement between Memorial Health Care System, Inc. and AVT
e Transfer Agreement between AVT and Memorial Hospital
*  Professional Service Agreement between AVT and Hospital Resource Personnel, Inc.
* Facility Staffing Agreement between AVT and NurseFinders

¢ Facility Agreement for Behavioral Health Services between Paradigm Health Services, Inc. and
AVT

» Professional Services Agreement between Paul B. Payne, D.D.S, and AVT
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o Independent Contractor Service Agreement between AVT and Advanced Foot Care, LLP for
podiatry services

e Performance Inspection Service Agreement between Respiratory Support Services, Inc. and AVT
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(General Critetia
Attachment C.
Contribution to the Ordetly

Development of Health Care 3.a.

Staffing Pattern
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STAFFING COMPARISCN CHART

Current - 2014 Year1-2014. Year 2-2015

FTEs Wages FTEs Wages FTEs Wages
Nursing Admin 6.00 $ 33.85 6.40 $ 34.70 6.40 S 35.57
Non-Certified Nursing 6150 § 1558 66.20 S 15.97 70.00 § 16.37
Activities 200 S 14.41 230 § 14.77 3.00 S 15.14
Medical Records 1.00 S 16.87 1.00 § 17.29 1.00 § 17.72
Social Services 350 § 21.23 350 § 21.76 350 § 2231
Therapy Services 770 S 33.03 13.70 $ 33.85 13.70 § 34.70
Community Services 2.00 § 15.84 2.00 § 16.24 2.00 S 16.64
Dietary Services 56.80 S 12.35 57.80 S 12.66 59.80 $§ 12.97
Convenience Store / Café 3.30 $ 11.09 330 $ 11.36 330 S 11.65
Maintenance 2260 § 17.14 23.60 S 17.57 23.60 $ 18.01
Transportation 3.70 S 1185 420 § 12.14 420 $ 1245
Housekeeping 23.60 $ 10.77 2390 $ 11.04 2460 $ 11.31
Laundry 5.80 $ 10.62 6.20 S 10.88 6.80 5 11.15
Administration 1.00 $ 69.10 1.00 $ 70.83 1.00 § 72.60
Accounting 260 S 19.50 260 § 19.99 260 S 20.49
Quality / Staff Development 1.00 § 32.53 1.00 $§ 33.35 1.00 $ 34.18
Marketing 400 § 2573 430 S 26.38 5.00 $ 27.04
Lone Oak 020 § 17.14 0.20 § 17.57 020 § 18.01
Pastoral Care 1.30 § 19.77 140 S 20.26 1.80 § 20.77
Total FTEs 209.60 224.60 233.50
Direct Care FTE (1 and 2) 137.50 149.90 156.40
Nursing Care FTE (2) 67.50 72.60 76.40
Therapy FTEs (3 only) 7.70 13.70 13.70
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Creneral Criteria
Attachment C.
Contribution to the Ordetly

Development of Health Care 3.b.

Wage Compatrison
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STAFFING COMPARISON CHART

Current - 2014 Year 1-2014 Year 2 2015
FTEs Wages FTEs Wages FTEs Wages
Y2 Nursing Admin 6.00 S 33.85 6.40 S 34.70 6.40 § 35.57
12 Non-Certified Nursing 61.50 $ 15.58 66.20 $ 15.97 70.00 S 16.37
b Activities 200 5 14.41 230 S 14.77 3.00 $ 15.14
Medical Records 1.00 § 16.87 1.00 § 17.29 1.00 § 17.72
' Social Services 350 S 21.23 350 § 21.76 3.50 § 2231
. Therapy Services 7.70 S 33.03 13.70 § 33.85 13.70 S 34.70
Community Services 200 S 15.84 200 $§ 16.24 200 S 16.64
! Dietary Services 56.80 § 12.35 57.80 § 12.66 59.80 § 12.97
Convenience Store / Café 3.30 § 11.09 3.30 S 11.36 3.30 § 1165
Maintenance 2260 § 17.14 23.60 $ 17.57 23.60 § 18.01
Transportation 3.70 § 11.85 420 $ 12.14 420 S 1245
Housekeeping 23.60 § 10.77 23.90 S 11.04 2460 $ 11.31
Laundry 5.80 $ 10.62 6.20 S 10.88 6.80 § 11.15
Administration 1.00 $ 69.10 1.00 $ 70.83 1.00 S 72.60
Accounting 2.60 $ 19.50 2.60 § 19.99 2.60 § 2049
Quality / Staff Development 1.00 $§ 32.53 1.00 $ 33.35 1.00 S 34.18
Marketing 4.00 S 2573 430 S 26.38 500 S 27.04
Lone Oak 0.20 S 17.14 0.20 § 17.57 020 $ 18.01
Pastoral Care 130 § 19.77 1.40 $ 20.26 1.80 S 20.77
Total FTEs 209.60 224.60 233.50
Direct Care FTE (1 and 2) 137.50 149.90 156.40
Nursing Care FTE (2) 67.50 72.60 76.40
Therapy FTEs (3 only) 7.70 13.70 13.70
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(GGeneral Criteria
Attachment C.
Contribution to the Orderly

Development of Health Care 7.c.

Current License
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158

(eneral Criteria
Attachment C,
Conttibution to the Orderly

Development of Health Care 7.d.

Licensure Certification or Inspection
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159 FORM APPROVED

DEPARTMENT OF HEALTH AND HUMAN SERVICES
CENTERS FOR MEDICARE & MEDICAID SERVICES OME NO. 0838-0391
STATEMENT OF DEFICIENCIES (X1) PROVIDER/SUPPLIER/CLIA (X2) MULTIPLE CONSTRUCTION (X3) DSIA[IE’ fg?ng
AND PLAN OF CORRECTION IDENTIFICATION NUMBER: A BUILDING c ¥
445123 3. WING : : 06/26/2013
NAME OF PROVIDER OR SUPPLIER STREET ADDRESS, CITY, STATE, ZIr CODE
X LAGE OF TENNESSEE ' AN WA
ALEANMEDAZE OF SIGNAL MOUNTAIN, TN 37377
(X4) ID SUMMARY STATEMENT OF DEFICIENGIES o] PROVIDER'S PLAN OF CORRECTION (X6)
PREFIX (EACH DEFICIENGY MUST BE PRECEDED BY FULL PREFIX (EACH CORRECTIVE ACTION SHOULD BE coug\.;zgwn
TAG REGULATORY OR LSC IDENTIFYING INFORMATION) TAG CROSS-REFERENCED TO THE APPROPRIATE
DEFICIENCY)
F 279 | 483.20(d), 483.20(k)(1) DEVELOP F 279!l
§5=D | COMPREHENSIVE CARE PLANS |
A facility must use the resulls of the assessment Alexlan Village of Tennessee Healthcare and
1o davelop, review and revise the rasident's zzgiﬂ:éi‘ﬁ“‘f:;‘::;gg:’:ftcho‘::;:::n it
comprehensive plan of care. the participation requlrements for long term
= . care facllities and as evidence of its angoing
Thae facility must develop a comprehensive care efforts to provide quality care to resldents.
plan for each resldent that includes measurable
objectives and timetables to meet a resident’s Disclalmer Statoment
medical, nursing, and mental and psychosocial QL?‘;:’I]I‘:;"’;": C";HT;‘:’;‘f::‘;;e:;‘r:‘\fg;;'ﬁy
needs that are identified in the comprehensive deficlencies existed, before, durlng ot aftec
assessmont. the survey. Alexlan Vilfage of Tennessee Healthcare
. and Rehabliitation Center reserves all rights te
The care plan must describe the services that are contest the survey findings through the (DR, format

appeal praceeding, or any adminlstrative or legal
proceedings. This POC is not meant to establish
any standard of care or cantractual obligation

to be furnished to attain or maintain the resident’s
highest practicable physical, mental, and

psychosocial well-being as required under ar

o § 3 . llage of Tennessee Rehabilltation
§483'25' and any services that would othenyxse Center reserves all rights to raise all possible
be required under §483.25 but are not provided contentions and defenses In any type of civil
due to the resident's exercise of rights under or crimlnal clalm, actlon or proceeding. Nothing
§483.10, including the right to refuse treaiment contatned in this POC should be deemed

applicable to peec review, quality assurance, or
self-critical examination privileges, which Alextan
Village of Tennessee Healthcare and Rehabilitation
Center does nat walve,

under §483.10(b)(4).

This REQUIREMENT is not met as evidenced
by:

Based on medical record review, observation,
and Interview, the facility failed to update the care
plans for iwo residents (#64, #118) of twenty
residents reviewed.

The findings included:

Resident #64 was admitied to the facility on
January 29, 2013, with diagnoses including End
Stage Renal Disease, Acute Osteomyelitis,
Diabetes, Peripharal Neuropathy, and
Hypertension.

LABOWPUER REPRESENTATIVE'S SIGNATURE TITLE {X6) DATE
.ol
y, C.J@uﬂ g’em-sn‘lm .M- P’/ra/xx

: B ) 3
Any Jaﬁgr‘;cy sla E:Qfm ending wi{ an asterisk (‘) denotes a deficlency which the Insﬂtuliéﬁ may be excuséd frohf%rrecl!ng providﬂm it IJ determined that

olher saf 5 prdide sufficlent protection to the patients, (See Instructions.) Except for nursing homaes, the findings stated above are disclosable 80 days
following the date of urvay whelher or not 2 plan of correction Is provided. For nursing homes, the above findings and plans of comrection are disclosabie 14
days following the dale these documants are made avallable to the facillty. 1f deficlencles are cited, an approved plan of correction Is requislte to continued
program partictpation.

Event IB: R5K311 Facillty 1D: TN3301 I{ continuation shee! Page 1 of 13

. ORM CMS-2667(02-98) Provious Varslons Obsolete '
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DEFAIKIMENT UF HEALTHAND HUMAN SERVICES
CENTERS FOR MEDICARE & MEDICAID SERVICES

160 .

FORM APPROVED

OMB NO. 0938-0391

STATEMENT OF DEFICIENCIES

(X1) PROVIDER/SUPPLIER/CLIA

(X2) MULTIPLE CONSTRUCTION

(X3) DATE SURVEY
GOMPLETED

AND PLAN OF CORRECTION IDENTIFICATION NUMBER: A BUILOING _ L B
445123 B, WING __ E— — 06/26/2013
NAME OF PROVIDER OR SUPPLIER STREET ADDRESS, CITY, STATE, ZIP CODE
671 ALEXIAN WAY
ALEXIAN VILLAGE OF TENNESSEE SIGNAL MOUNTAIN, TN 37377
RS PLAN OF GORRECTION (%5)
X4) ID SUMMARY STATEMENT OF DEFICIENCIES 1D _PROVIDERS PLAN )
ém;)mx (EACH DEPICIENCY MUST BE PRECEDED BY FULL PREFIX _(EACH CORRCCTIVE ACTION :?P%ULERT:TE coMigTion
TAG REGULATORY OR LSC IDENTIFYING INFORMATION;) TAG GROSS-REFERENCEDR TO THE Q
DEFICIENCY)
F 279 | Continued From page 1 F 279 ‘
Medical record review revealed the resident had a F 279 483.20(K){1) DEVELOP COMPREHENSIVE 06/28/2013

dlalysls access (shunt) and received dialysis
three days a week at an outpatient clinic. Medical
trecord review of the care plan dated Aprit 25,
2013, revealed the care plan did not address the
resident's dialysis access (shunt) located in the
right upper arm or the practice which requires no
needle sticks or blood pressure checks in the arm
of the access.

Observation and interview with resident #64 on
June 26, 2013, at 8:35 a.m., in the resident's
room, revealed had a dialysls access in the right
upper arm. Continued intetview revealed {he
resident stated wouldn't allow the staff {o take
vital signs or blood draws in the right arm due to
the dialysis access.

Interview with the Minimum Data Set (MDS)
Coordinator on June 28, 2013, at 8:50 a.m., at
the sixth floor nurses' station, confirmed the care
plan did not address the care of the dialysls
accecess.

Resident # 118 was admitted to the facility on
February 4, 2013, with dlagnoses of
Hypertension, Hyperlipidemia, Anxiety Disorder,
Depression, Arthritis, Macular Degeneration,
Chronic Obstructive Pulmonary Disease,
Osievarthritis, Facial Fracture, and Distal Radial
Fracture,

Medical Record Review of the Admission
Minimum Data Set (MDS), daled February 12,
2013, revealed the resident was taking

CARE PLAN

Resident #64 care plan was updated {0 Include
shunt location, no needle sticks or b/p In shunt arm,
fiuld restrictions, and to check trill/brutt after each
dialysis visit,

Care plans will be monltored monthly for compliance
by Director of Quallty.

The Directar of Quality or designee(s) will

report findings to the QAA Committee, and

the COQ of the facifity. Based an these findings,

the OAA Commilitee, together with the COO,

will determine whether any additlonal

corrective actlons, and additlonal monttoring

s required, and assure Implementation of the

same, The COO will report on comptiance with

the Plan of Correcticn to the Board of

Directors {the “Quality Councll”}, which has
oversight responsibilittes for quallty resident services
and for-assurance of compliance with regulations and
standards of governmental organizations.

FORM CMS-2567{02-99) Previous Verslons Qbsolele

Event 1D: REK311

Facllity [D: TN3301
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= SE L 61 : - FORM APPROVED.
DEPARTMENT OF HEALTH AND HUMAN SERVICES 161 OMB NO. 0938-0391

CENTERS FOR MEDICARE & MEDICAID SERVICES R X3 DA’[EW
STATEMENT OF DEFICIENGIES (x1) PROVIDER/SUPPLIER/CLIA (¥2) MULTIPLE CONSTRUGTION R D ML ETED
AND PLAN OF GORRECTION IDENTIFICATION NUMBER: ABUILDING

06/26/2013

B. WING

446123

STREET ADDRESS, CITY, STATE, ZIP CODE
674 ALEXIAN WAY
SIGNAL MOUNTAIN, TN 37377

el A==
=NT OF Noes DER'S PLAN OF CORRECTION (5)
X4} D SUMMARY STATEMENT OF DEFICIENCIES D _PRDV! PLAN
t(’RE)Hx (EACH DEFICIENCY MUST BE PRECEDED BY FULL PREFIX EACH CORRECTIVE am:rlqg frljpor%r?naafw CONPLETION
TAG REGULATORY OR LSC IDENTIFYING INFORMATION) TAG CROSS-REFERE:SEE&E?{G :’ l] :

ALEXIAN VILLAGE OF TENNESSEE

F 279 | Continued From page 2 F 279

antipsychotics seven days per week and
antidepressants seven days per week.

Review of the Physician's recapitulation orders for
June, 2013, revealed the resident was taking
Zoloft 50 mg every day, Buspar 5 mg three times
per day, (antidepressants), and Risperdal 0.25
mg every day (an antipsychotic).

Review of the resident's care plan dated Febroary
12, 2013, revealed no care ptan for psychotropic
drug use.

Interview with Licensed Practical Nurse (I.PN) #3
on June 25,2013, al the seventh floor Nurses'
station, confirmed psychotropic drug use was not
care planned for.

E 300 | 483.25 PROVIDE CARE/SERVICES FOR F 309
s5=p | HIGHEST WELL BEING

Each resident must receive and the facility must
provide the necessary care and services to attain
or maintain the highest practicable physical,
mental, and psychosocial weil-belng, In
accordance with the comprehensive assessment
and plan of care.

This REQUIREMENT s not met as gvidenced
Y

Based on medical record review and Interview,

the facility failed 1o follow Physician Orders on

one resident (#117) of twenty residents reviewed.

The findings Included:

Resident #117 was admitled to the facility on

FORM CMS-2567(02-98) Previous Verslons Obsolete Event tD; RBK311 Facllity {0: TN3301 if continuation sheet Page 3 of 13
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FENERY Biolde WA EANLM W

162 o ; ™ EORM APPROVED

 DEPARTMENT OF HEALTH AND HUMAN SERVICES _ /
. ) HUI , . ' ‘ %
CENTERS FOR MEDICARE & MEDICAID SERVICES © - S o OME %ﬁi;’iﬁ%ﬁfﬁ
STATEMENT OF DEFICIENCIES (X1) PROVIDER/SUPPLIER/CLIA (¥2) MULTIPLE CONSTRUCTION ' X B oLETED
AND PLAN OF GORRECTION {DENTIFICATION NUMBER: A BUILDING., B
445123 BWNG . 06/26/2013

STREET ADDRESS, CITY, STATE, ZiP CODE

NAME OF PROVIDER OR SUPPLIER
679 ALEXIAN WAY

T SUMMARY STATEMENT OF DEFICIENCIES I o PROVIDER'S PLAN OF CORREGTION x5)
RREFiX (EACH DEFICIENCY MUST BE PREGEDED BY FULL PREFIX :ACH CORRECTIVE ACTION SHOULDBE coMPLETION
TAG REGULATORY OR LSC IDENTIFYING INFORMATION) TAG CROSS-REFERENCED TO THE AP :
DEFICIENCY)
F 309 | Continued From page 3 . F 309

February 11, 2013, with diagnoses including
Difficulty Walking, Muscle Weakness,

Xarq(;ov:tasgd/a\r Dtl’seasr;]s, Qerg bral Vaspula:] d £ 309 482.25 PROVIDE CARE/SERVICES FOR 06/28(2013

coidont { ), Dysphagia, Pneumonia, a HIGHEST WELL BEING

Dementia.

Medlcal record review of the Physiclan's Order All incoming physician arders for a hosplce
Sheet dated February 18, 2013, revealed requést Is to be reviewed and discussed

» consult Hospice “ at the daily care meeting to insure follow up
e on physician orders.

Medical record review of the Physician Progress Al dally physiclan progress notes Indicating
Notes dated February 18, 2013, 10:45 am., a hosplce order will be monitored by
revealed "...recurrent CVA...spoke with ADON 1o Insure a smooth transition,
daughter...will admit to Hospice for supportive to hosplce care.

care..."

Medical record review of the PAR (Patient At
Risk) notes dated February 20, 2013, revealed
v ..consult for...Hospice on 2/18/13 per MD
(physician) order.. ™

Medical record review of the Nursing Notes dated
February 26, 2013, at 3:50 a.m., reveated
resident expired.

Interview with the Social Worker oh June 25,
2013, at 3:20 p.m., at the 6th floor nursing station,
confirmed the “order for hospice" was not carried
out, Further interview revealed a care plan
conference with the resident's daughter was held
on February 20, 2013,

Further Interview with the Soctal Worker
confirmed “...] falled to document and notily the
physician of the discussion about not wanting
hosplce, my bad..."

F 322 | 483.25(g)(2) NG TREATMENT/SERVICES - F 322
gs=p | RESTORE EATING SKILLS

FORM CMS-2667(02-99) Previous Verslons Obsoleto Event {D: RSK311 Faclity [; TN3301 ' {f condinuation sheet Page 4 of 13
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DEPARTMENT OF HEALTH AND HUMAN SERVICES

CENTERS FOR MEDICARE & MEDICAID SERVICES

163 - -+ , . FORMAPPROVED

OMB NO. 0938-0381

STATEMENT OF DEFIGIENCIES {X1) PROVIDER/SUPPLIERICUIA
AND PLAN OF CORRECTION IDENTIFICATION NUMBER:

445123

IPLE C UCTION (X3) DATE SURVEY
(x2) MULTIPLE CONSTRUC DA SR

ABULDING .

B, WING 06/26/2013

NAME OF PROVIDER OR SUPPLIER

ALEXIAN VILLAGE OF TENNESSEE

STREET ADDRESS, CITY, STATE, ZIP CODE
671 ALEXIAN WAY
SIGNAL MOUNTAIN, TN 37377

%4) ID
PREFIX
TAG

SUMMARY STATEMENT OF DEFICIENCIES
(EACH DEFICIENCY MUST BE PRECEDED BY FULL
REGULATORY OR LSC IDENTIFYING INFORMAT 1N

D PROVIDER'S PLAN OF CORRECTION (X5)
PREFIX (EACH CORRECTWME ACTION SHOULD BE COMPLETION
TAG CROSS-REFERENCED TO THE APPROPRIATE DATE

DEFICIENGY)

F 322

Continued From page 4

Based on the comprehensive assessment of a
resident, the facility must ensure that -~

(1) Aresident who has been able to eat enough
alone or with assistance is not fed by naso gastric
ube uniess the resident * s clinical condition
demonstrates that use of a naso gastric tube was
unavoidable; and

(2) A resident who Is fed by a naso-gastric or
gastrostomy tube receives the appropriate
treatment and services fo prevent aspiration
pneumonia, diarrchea, vomiting, dehydration,
metabolic abnormatities, and nasal-pharyngeal
ulcers and o restore, if possible, normal eating
skills. .

This REQUIREMENT is not met as evidenced

Y.

Based on medical record review, chservation,
facility policy review, and interview, the facility
failed to ensure staff checked percutaneous
gastrostomy tube (PEG) placement before
administering medications through the PEG tube
for one resldent (#111) observed during
medication administration.

The findings included:
Resident #111 was readmitied to the facility on

February 12, 2013, with diagnoses including
Paralysis Agitans, Gastrostomy Tube, Dementia,

F 322

FORM CMS-2567(02-99) Previous Varsionz Ghsolale

Event ID;REK3 11 Facility 10: TN3301 If continuation sheet Page 5of 13
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" DEPARTMENT OF HEALTH AND HUMAN SERVICES

164

. FORM APPROVED
OMB NO. 0938-0391

CENTERS FOR MEDICARE & MEDICAID SERVICES e
STATEMENT OF DEFICIENCIES (X1) PROVIDER/SUPRLIERICLIA (X2) MULTIPLE CONSTRUCTION ) ety
AND PLAN OF CORRECTION IDENTIFICATION NUMBER: A BUILDING ___

445123 B, WING _ N 06/26/2013
| NAME OF PROVIDER OR SUPPLIER STREET ADDRESS, CITY, STATE, ZIP CODE
671 ALEXIAN WAY :
A.LEXIAN VILLAGE OF TENNESSEE SIGNAL MOUNTAIN, TN 37377
! 7 TION (X5)
D SUMMARY STATEMENT OF DEFICIENCIES o PROVIDER'S PLAN OF CORREC )
é’é"g’p'.x {EACH DEFICIENCY MUST BE PRECEDED BY FULL PREFIX (EAGH CORREGTIVE ACTFON:H?%;?R?E[E CaMaLERON
TAG REGULATORY OR L.SC IDENTIFYING INFORMATION) TAG CROSS-REFERENCED TO THE APP ;
DEFICIENCY)
F 322 | Continued From page § £ 322 —

Dysphagla, and idiopathlc Normal Pressufe
Hydrocephalus.

Medical record review of the Significant Change
Minimum Data Set (MDS) assessment dated May
17, 2013, revealed the resident required
extensive assistance of lwo persans for bed
mobllity and transfers, had short term and long
term memaory deficits with severe cognitive
impairment, and received nutritional support from
tube feeding.

Observation of a medication administration on
June 25, 2013, at 2;00 p.m., with Licensed
Practical Nurse (L.PN) #2, revealed LPN #2
disconnected the resident's PEG tube from the
automatic feeding pump and placed a closed 60
mi {mililliter) syringe on the end of the resident's
PEG tube. Continued observation revealed LPN
#2 placed the bell of a stethoscope on the
resident's ahdomen and attempted to aspirate
stomach contents by relracting the piston in the
syringe. Conlinued observation revealed LPN #2
was unable ta withdraw gastric contents into the

syringe,

Continued observation revealed LPN #2 removed
the stethoscope from the resident's abdomen,
and proceeded to prepare medications for
admlnistration.

Review of the facility'’s policy, Gastrostomy Tube
Drug Instilfation, revealed ,"...7. Check the tube
placement by listening with a stethoscope white
injecting approximately 20 ml of air into the tube
or aspirate back gastric contents..."

Interview with LPN #2 on June 25, 2013, at 2:05

F322 483.25(g){2) TREATMENT/SERVICES
RESTORE EATING SKILLS

All nurses were in-serviced and educated on
June 28, 2013 per facility protocol Lo check
placement of PEG tube by aspirating stomach
contents or by auscultation of InJecting air into
stomach cavity. ’

Nurses will be monitored monthly for compliance
the ficst quarter and then quatterly thereater.

The Divector of Quallty or designee(s) will

report findings to the GAA Committee, and

the COO of the facility. Based on these findings,

the QAA Committee, together with the COO,

will determlane whether 2ay additional

corrective actions; and additlonal monitoring

is required, and assure Implementation of the

same. The COO wlll report on compliance with

the Plan of Correctlon to the Board of

Directors (the *Quallty Councll”) , which has

oversight responsibifities for quality resident services
and for assurance of compliance with regulations and,
standards of governmental organizations, !

it

FORM CMS-2567{02-98) Previous Verslons Obsoleie

Event 10: RSK311

Faclllty (D: TN3301
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DEPARTMENT OF HEALTH AND HUMAN SERVICES
CENTERS FOR MEDICARE & MEDICAID SERVICES

165

FORM APPROVED

OMB NO, 0938-0391

; ~ X3) DATE SURVEY
' | STATEMENT OF DEFICIENCIES (x1) PROVIDER/SUPPLIER/GLIA (X2) MULTIPLE CONSTRUCTION ( 3)08MPLETED
AND PLAN OF CORRECTION IDENTIFICATION NUMBER: A BUILDING _
445123 B WING _ - — 06/26/2013

NAME OF PROVIDER OR SUPPLIER

ALEXIAN VILLAGE OF TENNESSEE

STREET ADDRESS, CITY, STATE, ZIP CODE ~
671 ALEXIAN WAY
SIGNAL MOUNTAIN, TN 37377

accurate reconciliation; and determines that drug
records are in order and that an account of all
controlled drugs is maintained and periodically
reconciled.

Drugs and biologicals used In the factlity must be
labeled in accordance with currently accepted
professional principles, and include the
appropriate accessory and cautionary
Instructions, and the expiration date when
applicable.

In accordance with State and Federal laws, the
facility must store all drugs and biologicals in
locked compartments under proper temperature
controls, and permit only authorized personnel to
have access to the keys.

The facility must provide separately locked,
permanently affixed compartments for storage of
controlled drugs listed In Schedule Il of the
Comprehensive Drug Abuse Prevention and
Control Act of 1976 and other drugs subject to
abuse, except when the facility uses single uni
package drug distribution systems in which the
quantity stored is minimal and a missing dose can
be readily detected. -

This REQUIREMENT is not met as evidenced
by:
Based on ohservation and intetview, the facllity
fafled to correctly store medications in 1 of 2
medicatlon storage rooms and ensure all
medications were within dale in 2 of 4 medication
carts and in 1 of 2 medication storage rooms
observed.

All medlcation carts and medicatlon tooms
have been audited for expired and Incorrectly
stored medIcations.

Medication carts and medication rooms wilf be
audited monthiy by the ADON for compllance
and In conjunction with the pharmacy consultant.

The ADON or designee(s) will

report findings to the QAA Commiitee, and

the COO of the facllity. Based an these findings,
the QAA Committee, together with the COQ,
wiil determine whether any additlonal
correctlve actions, and additional monitortng

Is required, and assure implemantation of the
sama. The COO will report on compllance with
the Plan of Correction to the Board of i
Directors (the “Quality Councl”), which has i
oversight responsibilities for quality resldent sarvices ]
and for assurance of compliance with regulations and.
standards of governmental organlizations. !

ER" CORRECTION (X5
SUMMARY STATEMENT OF DEFICIENGIES D PROVIDER'S PLAN OF
i'(’)l(??i‘!g( (EACH DEFICIENCY MUST 8C PRECEDED BY FULL PREFIX (EACH CO_RRE&TIVE ?g?ggﬁs;lP?%F?ﬂelfTE COMDF”t\.1§g10N
TAG REGULATORY OR L.SG IDENTIFYING INFORMATION) TAG CROSS-REFERENCED
DEFICIENCY)
; F431 483.60(b), {e} DRUG RECORDS, LABELS/
F 431 | Continued From page 8 F 431 STORE PRUGS AND BIOLOGICALS 06/28/2013

FORM GMS-2667(02-99) Previous Versions Obsolele

Evant fD: REK31

Facllity §D: TN3301

If continuation sheel Page 9 of 13
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166 FORM APPROVED

DEPARTMENT OF HEALTH AND HUMAN SERVICES OMB NO. 0938.0391

CENTERS FOR MEDICARE & MEDICAID SERVICES - i
STATEMENT OF DEFICIENGIES (Xt} PROVIDERISUPPLIER/CLIA {X2) MULTIPLE CONSTRUCTION (X 1COM!;LETED
AND PLAN OF CORREGTION [DENTIFICATION NUMBER: A BUILDING .
445123 8, WING — 06/2612013
NAME OF PROVIDER OR SUPPLIER STREET ADDRESS, CITY, STATE, ZIP CODE
' 671 ALEXIAN WAY
ALEXIAN VILLAGE OF TENNESSEE SIGNAL MOUNTAIN, TN 37377
o : CORRECTION X5
X4) 1D SUMMARY STATEMENT OF DEFICIENGIES 5 PROVIDER'S PLAN OF
igRE)r—‘lx (EACH DEFICIENCY MUST BE PRECEDED BY FULL PREFIX (EAGH CORRECTIVE s}c'_rrson f;g:;%gn?g " CONPLETON
TAG REGULATORY OR LSC IDENTIFYING INFORMATION) TAG CROSS-REFERENCED TO THEAPER
DEFICIENCY)
F 431 | Continued From page @ . F 431

The findings inciuded:

Observation and interview in the seventh floor
medication room on Juhe 26, 2013, at 8:54 a.m.,
revealed seven Levofloxin tablets individually
wrapped, no restdent name, and unsecured in the
"cafch all drawer", confirmed by Registered Nurse
(RN) Supervisor #1.

Observation and interview in the sixth floor
medication storage reom on June 26, 2013, al
0:30 a.m., revealed one unopened bottle of
Aspirin 325mg (milligrams), 100 tablets, expired
May 2013, confirmed by Licensed Practical Nurse
(LPN)#1.

Continued observation and interview with LPN #1,
at the 6 east medication cart, on June 26, 2013,
at 9:35 a.m., revealed Aspirin 325mg, 100 tablets
bottle, expired April 2013, with 50 tablets
remalning, confirmed by LPN #1,

Further observation and interview with LPN #1, at
the 6 west madication cart, revealed Vitamin C

500mg, 100 tablets bottle, expired May 2013, with . \
99 tablets remaining, confirmed by LPN #1.
F 441! 483,65 INFECTION CONTROL, PREVENT F 441
s5=D | SPREAD, LINENS

The facility must establish and maintain an

infection Control Program designed to provide a
safe, sanitary and comfortable environment and
1o help prevent the development and transmission
of disease and infaction.

(a} Infection Contro! Program
The facility must establish an Infection Control

FORM CMS-2567(02-89) Pravious Verslons Obsolale Evant ID;R6K311 Eaclity ID: TN3301 If continuation sheet Page 10 of 13
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DEPARTMENT OF HEALTH AND HUMAN SERVICES 167 OMBOSg %I;I;Fé%\‘/a%ﬁ)
'CENTERS FOR MEDICARE & MEDICAID S”ERVICES : —e—— - ID : ’S'[JRVF\; :
STATEMENT OF DEFICIENCIES (X1) PROVIDERSUPPLIER/CLIA (%2) MULTIPLE CONSTRUCTION - X3) DATELSURVE
AND PLAN OF CORREGTION IDENTIFICATION NUMBER: A BUILDING __

445123 B.WING i 06i26/2013
"NAME OF PROVIDER OR SUPPLIER STREET ADDRESS, CITY, STATE, ZIP GODE
674 ALEXIAN WAY
ALEXIAN VIII_LAGE OF TENNESSEE SIGNAL MOUNTAIN, TN 37877 |

SUMMARY STATEMENT OF DEFIGIEMCIES 1D PROVIDER'S PLAN OF CORRECTION (X5)

;gédﬁ)[-!g( (EACH DEF ICIENGY MUST BE PRECEDED BY FULL PREFIX (EAC'H CORRECTIVE ACTION SHOULD BE CDMngEgION

TAG REGULATORY ORLSC IDENTIEYING INFORMATION) TAG CROS&--REFERENCED TO THE APPROPRIATE
DEFICIENGY)
F 441 | Confinued From page 10 . : FAAT] 1441483,65 INFECTION CONTROL, PREVENT 06/28/2013
Program under which if - | SPREAD, INENS

(1) Investigates, controls, and prevents infections
In the facility;

(2) Decides what procedures, such as isolation,
should be applied to an individual resident; and
(3) Maintains a record of incidents and corractive
actions related to infections. Nutses will be monitared moathly far complince
the first quarter and gquartedy thereafter.

All nurses were In-serviced and educated on
June 28,2013 per facility protocol for use and
cleaning of bload glucese monitors and infection
control.

(b) Preventing Spread of Infection
(1) When the Infection Control Program The ADON or designee(s) wil

d
determines that a resident needs Isolation to report findings to the QM Comittee, o0
Ine eeds Isolatio the COO of the faclity. Based on these findings,

prevent ihe spread of infection, the facllity must e QAR Commite, together with the COO,
isolate the resident. Wil determine whether any additional

(2) The facllity must prohiblt employees with a corrective setions, and additional montoring
communicable disease or infected skin lesions Is required, and assure implementation of the
from direct contact wilh residents or thelr food, if same. The COO will report on compliance with

direct contact will transmit the disease. the Plan of Correction to the Board of
: 5 - Diractors {the “Quality Councit”) , which has

f??ﬂzzeai?:figal;?'lujifl";i?r;ﬁ;;if&gnu::;r}é?ahch oversight responsibliities for qualil_y restdent services
ing is indi y and for assurance of compliance with regulations and
hand washing is indicated by accepted standards of governmental organizations
professional practice.

(c) Linens

Personnel must handle, store, process and
transport linens so as to prevent the spread of
infeclion.

This REQUIREMENT is not met as evidenced
by:
Based on observation, facility policy review, and
interview, the facliity failed to ensure staff
followed infection control policies to prevent
possible cross contaminalion by providing
disinfection of multi-use resident equipment and
supplies between each resident’s use.

FORM CMS-2567(02-99) Previous Varslons Obsolete Event ID: REKIN FacHlty ID: TN3304 If continuation sheat Page 110f 13
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168 A FRIINLELL UWLOILVIO

DEPARTMENT OF HEALTH AND HUMAN SER\/ICES OMEOEE}(%A %ggg%\é%?
CENTERS FOR MEDICARE & MEDICAID SERVICES . o DAT-E s
STATEMENT OF DEFICIENCIES (X1) PROVIDER/SUPPLIGRICLIA (X2} MULTIPLE CONSTRUCTION SRR
AND PLAN OF CORRECTION INENTIFICATION NUMBER: A BUILDING _
445123 B. WING 06/26/2013
NAME OF PROVIDER OR SUPPLIER STREET ADDRESS, CITY, STATE, ZIP GODE
671 ALEXIAN WAY
VIDER'S PLAN OF CORRECTION (x5)
(Xa)1m SUMMARY STATEMENT OF DEFICIENCIES [b] PRO VE ACTION SHOULD BE coltp
EACH DEFICIENCY MUST BE PRECEDED BY FULL PREFIX (EACH CORRECTIVE A
P!!;ng éeeumom OR LSC IDENTIRYING INFORMATION) TAG CROSS-REF&REggggIEg (':f\i;I)E APPROPRIATE DATE
F 441 | Continued From page 11 F 441

The findings included:

Observation on June 24, 2013, at 11:00 a.m.,
revealed Licensed Practical Nurse (LPN) #2,
prepared supplies (glucometer, alcohol preps,
lancets, gauze pads) for glucose testing in a
small plastic container gt the medication cart on 6
West (W), and carrled the supplies into a
resident's room. Continued observation revealed
LPN#2 placed the container on the resident's
over-bed table, and proceeded to perform a
finger stick for glucose monitoring. Contiued
observation revealed LPN #2 checked the
resident's blood sugar level with the glucometer,
wiped the resident’s bloody finger with a gauze
pad, and returned to the medication cart with the
unused supplies In the container, and the
glucometer, Continued cbservation revealed LPN
#2 placed the plastic container on top of the
madication cart without disinfecting the bottom of
the container.

Continued observation on Junhe 24, 2013, at 11:10
a.m., revealed LPN #2, disinfected the
glucomeler with a "Sani-Hands" hand sanitizing
wipe.

Review of the facility's policy, Blood Glucose
Monitoring, revealed, "...4. Place surface barrier
(hand wipe) on med carl or oh over the bed
table.., 16, Wipe entire blood glucose manitor with
a bleach based wipe...17. Set the digita! timer for
3 minutes - recommended drying time based on
(product name) recommendations..."

Interview with LPN #2 on June 24, 2013, at 11:20
a.m., conflrmed LPN#2 had used the wrong
product for the disinfection of the glucometer, and

FORM CMS-2567{02-99) Pravious Verslons Obsolete Event ID: R5KI11 Facllity iD: TN3301 if continuation sheef Paga 12 of 13
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DEPARTMENT OF HEALTH AND HUMAN SERVICES

AN L, WA W v

. FORM APPROVED
OMB NO. 0938-0391

CENTERS FOR MEDICARE & MEDICAID SERVICES

STATEMENT OF DEFICIENCIES {X1) PROVIDER/SUPPLICR/CLIA
AND PLAN OF CORRECTION IDENTIFICATION NUMBER:

445123

(X2) MULTIPLE CONSTRUCTION
A. BUILDING :

8. WING

(X3) DATE SURVEY
COMPLETED

06/26/2013

NAME OF PROVIDER OR SUPPLIER

ALEXIAN VILLAGE OF TENNESSEE

671 ALEXIAN WAY

STREET ADDRESS, CITY. STATE, ZIP CODE

SIGNAL MOUNTAIN, TN 37377

(X4) 1D
PREFIX
TAG

SUMMARY STATEMENT OF DEFICIENCIES
(EACH DEFICIENCY MUST BE PRECEDED BY FULL
REGULATORY OR LSC IDENTIFYING INFORMATION)

TAG

n PROVIDER'S PLAN OF CORRECTION X8

PREFIX (EACH CORRECTIVE ACTION SHOULD BE COMPLETION
CROSS-REFERENGED TO THE APPROPRIATE DATE

DEFICIENCY)

F 441

Continued From page 12

had falled to use a barrier under the glucometer
supply container in the rasident's room.

Interview with the Director of Nursing (DON) on
June 26, 2013, at 9:30 a.m., in the DON's office
confirmed the glucometer should he cleaned with
a bleach based wipe befween residents’ use, and
allowed to dry per the manufacturers
recommendations. Continued Inferview
confirmed lhe hand cleanser used by LPN #2 was
an alcohol based product, nof bleach based, and
was not sufficient to disinfect the glucometer.
Continued intervlew confirmed only the items to
be used for the resident should be taken into the
resident's room to prevent cross contamination,
Continued interview confirmed LPN #2 had not
followed the facility's policy.

F 441

FORM CMS-2667(02:09) Provious Verslons Obsolela

Evan{ 1D:ROK311 Factiity 10: TN3301
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& i 1 7 0 N FORM APPROVED
Division of Health Care Fagillties 1 & Wi g
STATEMENT OF DEFICIENCIES (X1) PROVIDER/SUPPLIER/CLIA {X2) MULTIPLE CONSTRUCTION (x3) ggmf&{g}
AND PLAN OF CORRECTION IDENTIFICATION NiJMBER: A BUILDING:
TN3301 B. WING 06/26/2013
NAME OF PROVIDER OR SUPPLIER STREET ADDRESS, CITY, STATE, ZIP CODE
671 ALEXIAN WAY
ALEXIAN VILLAGE OF TEMNESSEE SIGNAL MOUNTAIN, TN 37377
' N OF CORRECTION (X6)
0 SUMMARY STATEMENT OF DEFICIENCIES ) PROVIDER'S PLAN i .
,g)ég)r.lgx (EACH DEFICIENCY MUST BE PRECEDED BY FULL PREFIX (EACH CORRECTIVE AC’;‘S@‘ f&%‘g—g;‘sffm COlIEEIE
TAG REGULATORY OR LSG IDENTIFYING [NFORMATION) TAG CROSS'REFERESS"EI@.E%C\()
N 002; 1200-8-6 No Deficiencies N 002
During the annual Licensure survey conducted on
June 26,2013, at Alexian Village of Tennessee, no
deficiencies were cited under chapter 1200-8-6,
Standards for Nursing Homes,
Divislen of Hoalth Care Facllilies
TITLE (X6) DATE

LABORATORY DIRECTOR'S OR PROVIDER/SUPPLIER REPRESENTATIVE'S SIGNATURE

STATE FORM

6890

R5K311

i continuation sheet 1 of 1
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PRINTED: 06/27(2013

DEPARTMENT OF HEALTH AND HUMAN SERVICES OMZOSDM %F;Zl;%\g%?
CENTERS FOR MEDICARE & MEDICAID SERVICES — - ==
SYATEMENY OF DEFICKENCIES {(X1) PROVIDER/SUPPLIER/CLIA {X2) MULT{PUE CONSTRUCTION {x3) 8315 l;.’ f&‘é"&
AND PLAN OF CORRECTION IDENTIFICATION NUMBER: A, BULDING 01 - MAIN BUILDING 01
445123 B, WING 06/26/2013 |
STRELET ADDRESS. CITY, STATE, ZIP GOPE

NAMEG OF PROVIDER OR SUMPLIER
671 ALEXIAN WAY

ALEXIAN VILLAGE OF TENNESSEE SIGNAL MOUNTAIN, TN 37377
| S . - PROVIDER'S PLAN OF CORRECTION . XY
oo | SUMMARY STATEMENT OF DEFICIENGIES | Ayl el I corion 1.
% | EACH DEFICIENCY MUST BE PRECEORD BY FULL PREFIX (EACH CORRECTIVE AC L3 . )
P’%ﬁ&"‘ éEGULATORY OR LSC IDENTIFYING INFORMATION) TAG cnoss-nulrsﬂegggézgy;z APPROPRIATE DATE
L 8/10/13
K056 ] NFPA 101 LIFE SAFETY CODE STANDARD K 056| - A fire sprinkler is being installed .

In the cast stairwel! on the bottom

If.thers Is an automatic sprinkler syster, it is : N .
installod n acoordance with NEPA13, Standard landing ceiling so as to meet
for the Installation of Sprinkler Systems, to code.

provide complete coverage for all porflons of the
bultding. The system Is properly malntained (n '
accordance wilh NFPA 28, Standard for the 1
Inspection, Testing, and Malntenance of
Water-Based Fire Protection Systems. [t (s fully
supervised. There Is a reliable, adequate watar
supply for the system. Required sprinkler
syslems are equipped with water flow and tamper
awitchas, which are electrically connected to the
buliding flre alarm system.  18.3.5

§8=D

This STANDARD s not met as evidenced by:
Based on obsarvatlon, the facility failed to have
! all areas of the building sprinklered.

The findings Include:

Observation on June 24, 2013 at 11:30 a.m.
revealed that the bottom stairwell landing from
the exit by room 635 has no sprinkler protection.

This finding was verifled by the malntenance
director and acknowledged by the administrator

during the exlt conference on June 24, 2013. : : 8/10/13
K 062 | NFPA 101 LIFE SAFETY CODE STANDARD Kop| A five year obstruction test 10
§8=D . and gauge replacement has

Requlred automatic sprinkler systems are been scheduled.

continuously malntained In rellable operaling

condition and are Inspecled and tested

porlodioally.  18.7.6, 46,12, NFPA 13, NFPA 25,

9.7.6

TITLE {X0) DATE

LARORATORY DIRECTOR'S OR PROVIDER/SUPPLIER REPRESENTATIVE'S SIGNATURE

Any dellcloncy stalement ending with an asterlsk (*} denoles a deficlency which the Instifution may be excused fram corfecling praviding it Is delormined that
other safeguards provide sulficient proteciion (o e patients. (See Instructions.) Excepl for nursing homaes, the findings stated above aro disclosablo U0 days
foliowing {he dato of survey whothar or not a plas of corsectlon Is provided, For nursing homes, tho above findings and plans of correclion are disclosable 14
days following the daty thase documents are made avallable (o the facliity, If deficloncles are cilad, an approved plan of correction Is requisite (o continued

program parlicipation.
FORM CMS-2567(02-3) Pravious Verslotts Obsoloto Evonl 1D; R5KI21 Facllly I0; TN3301 i continuallon shoot Page 1 of 4
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- _ PRINTED: 06/27/2013
DEPARTMENT OF HEALTH AND HUMAN SERVICES . - OMEOSOM %’Z‘;ﬁ%\fﬁ?
CENTERS FOR MED|CARE & MEDICAID SERVICES ‘ AT
STATEMENT OF DEFICIENCIES (X1) PROVIDER/SUPPLIER/CLIA (X2) MULTIPLE CONSTRUCTION (X3) 83{:,; LSéJTfé\gY
AND PLAN OF CORRECTION IDENTIFICATION NUMBER! A BUILDING 01 « MAIN BUILDING 01

B, WiNG 06/2512013

_f45'123

STREEY ADDRESS, CITY, §TATE, ZiP COOE
671 ALEXIAN WAY
ALEXIAN VILLAGE OF TENNESSEE SIGNAL MOUNTAIN, TN 37377

‘ IDER'S PLAM OF CORRECTION
X4) 1D SUMMARY STATEMENT OF DEFICIENCIES D PROV -
F(’RE)FIX {EACH DEFICIENCY MUST BE PRECEDED BY FULL PREEIX (EACH cogﬂxéﬁg;/g {xg?gg f&?:%%fa‘.ﬁ )
TAG REGULATORY OR LSG IDENTIFYING INFORMATION) TAG CROSS-REFER Enio]

NAME OF PROVIDER OR SUPPLIER

(X5)
COMPLETION
DATG

K 062 { Continued From page 1 K 062

 This STANDARD s not mef as evidenced by:
Based on record review, the facllity falled to
malniain the aulomatic sprinkler systam.

The findings include:

Record review on June 24, 2013 al 1:10 p.m.
revealed that the & year obstruction Investigation
test end the 5 year sprinkler gauge replacement
or calibration test have nof been conducted, Last
documented test for these itams was in 2006,

These findings were verified by the maintenance
director and acknowledged by the administrator
during the exit conference on June 24, 2013.
K071| NFPA 101 LIFE SAFETY CODE STANDARD K071} The sprinkler bead in the laundry 8/10/13
§8=D chute was overlooked during the
Rubbish Chutes, incinerators and Laundry survey. The existing sprinkler head
Chutes: is sufficient and no further action is
required on this item per Dustin

(1) Any existing linen and trash chute, including Phillips, TDOH.
pneumatic rubblsh and linen syslems, thal opens
directly onto any corridor Is sealed by fice resistive
construction {o prevent further use or Is provided
with a fire door assembly having a fire protection
rating of 1 hour. All new chutes comply with
section 9.5.

(2) Any rubblsh chute or linen chute, Including
pneumalic rubblsh and linen systems, is provided
with automatic extinguishing protection In
accordance with 9.7.

(3) Any trash chute discharges into a trash
collection room used for no other purpose and

FORM CMS-2067(02-805 Pravious Verslons Obsolsto Eveni ID: REK321 Faclllly 1D: TN3301 if continuation sheet Page 2 of 4
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. PRINTED: 06/27/2013
DEPARTMENT OF HEALTH AND MUMAN SERVICES , : OMEOSQ)A %%‘;g%%?
CENTERS FOR MEDICARE & MEDICAID SERVICES o DAT.E S
STATEMENT OF DEFICIENCIES (X1} PROVIDER/SUPRLIER/CUIA {X2) MULTIPLE CONSTRUCTION ( )COMPLETED
AND PLAN OF CORREGTION IDENTIFICATION NUMBER: A, BUILDING 01 - MAIN BUILDING 01

06/25/2013

445123 B. WING

NAME OF PROVIDER OR SUPPLIER STREET ADDRESS, CITY, STATE, ZIP CODE
671 ALEXIAN WAY

ALEXIAN VILLAGE OF TENNESSEE SIGNAL MOUNTAIN, TN 37377

*R'S PLAN OF CORRECTION (Xs}

X4y ID SUMMARY STATEMENT OF DEFICIENGIES 0 PROVIDE )

f(>RE)F|X (EACH DEFICIENCY MUST BE PRECEDED 8Y FULL PREFIX (EACH CORRECE; 'YS ~/r\g”[rll?FN ASI;.‘PC()?%‘IEJR?.SI' c com&fgxon
REGULATORY OR LSC IDENTIFYING INFORMATION) TAG caoss-REFEREgF r’-‘:lcmch)"

TAG

K 071 | Continued From page 2 Ko7t

protected in accordance with 8.4.

(4) Exlsting flue-fed Incinerators are sealed by fire
resistive construction {o prevent further use,
19.6.4, 8.5, 8.4, NFPA 82

This STANDARD s not met as evidenced by:
Based on observation and Interview, the facility
failed to have sprinkler protection In the taundry
chute,

The findings include:

Observation and Interview with the maintenance
staff on June 24, 2013 al 11:15 a.m. revealed the
laundry chute has no sprinkler protection.

This finding was verified by the maintenance

director and acknowledged by the administrator

during the exit conference on June 24, 2013.

K 144 | NFPA 101 LIFE SAFETY CODE STANDARD K 144 , . 8/10/13

S8=D A remote annunciator panel will be
installed at the sixth floor nurses

Generators are inspacted weekly and exerclsed i ;
station where it can be monitored,

under load for 30 minutes per month in
accordance wilh NFPA 99, 3.4.4.1.

This STANDARD Is not met as evidenced by:
Based on observation and intetview, the fachity

FORM CM8-2507(02-89) Pravious Verslons Obsolsle Event {D: R5K321 fFacillly 10: TNS301 If continuation sheel Pags 3of 4
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DERARTMENT OF HEALTH AND HUMAN SERVICES

FRINTED: 06/27/2013
FORM APPROVED
- OMB NO. 0938-0391

CENTERS FOR MEDICARE & MEDICAID SERVICES o AT ST
STATEMENT OF DEFICIENCIES (X1) PROVIDER/SUPPLIER/CLIA (X2) MULTIPLE CONSTRUCTION ( >COMPLETED
AND PLAN OF CORRECTION IDENTIFIGATION NUMBER: A, BUILDING 01 - MAIN BUILDING 01
445123 B, WING 06/25/2013
NAME OF PROVIDER Ok SUPPLIER STREET ADDRESS, CITY, STATE, ZIP CODE
. 671 ALEXIAN WAY
ALEXIAN VILLAGE OF TENNESSEE SIGNAL MOUNTAIN, TN 37377
SUMMARY STATEMENT OF DEFICIENGIES D PROVIDER'S PLAN OF CORRECTION o8
Ll (EACH DEFICIENGY MUST B PRECEGED BY FULL PREFIX e ailE A i LIS R
TAG REGULATORY OR LG IDENTIFYING (NFORMATION) TAG oRoss.Reraaeggs’giEﬂ c;l{i)l
K 144 | Conlinued From page 3 K 144
falled to provide all proper equipment for the
genetalor,

The findings include;

Observation and Interview with the maintenance
staff on June 24, 2013 between 10:30 a.m. and
11:00 a.m. revealed thaf there was no batlery
backup light installed at the generator transfer
switch and no remote annunciator for the
generator was provided at a focation that Is
continuously monitored.

These findings were verifled by the maintenance
diréctor and acknowledged by the administrator
during the exil conference on June 24, 2013,

FORM CMS8-2667(02-89) Previous Versions Obsoleto Evenl (O REKI21 Facliity 10: TN3301

I continuation shest Page 4 of 4
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PRINTED: 06/27/2013

FORM APPROVED
Divislon of Heallh Care Fagllilies it ' “ =
STATEMENT OF DEFICIENCIES (X1) PROVIDER/SUPPLIER/CLIA (X2} MULTIPLE CONSTRUGTION "‘”33&%53@’;*
AND PLAN OF CORREGTION IDENTIFIGATION NUMBER: A BUILDING: 01 - MAIN BUILDING 01
— BWING e s 06/25/2013 _
NAME OF PROVIDER OR SUPPLIER STREET ADDRESS, CITY, STATE, ZIP COOE
G671 ALEXIAN WAY
ALEXIAN VILLAGE OF TENNESSEE SIGNAL MOUNTAIN, TN 37377
3 : - IO NGIE | PROVIDER'S PLAN OF CORRECTION (%5
(X4) 10 SUMMARY STATEMENT OF DEFICIENCIES (o] GRREGTIVE ACTION SHOULD BE COMPLETE
=F | EAGH DEFICIENGY MUST BE PRECEDED BY FULL PREFIX {EACH CORREGTIVE A C 1) :
P%C\G ) éc-rsummnv DA LS (DENTIFYING INFORMATION) TAG cnoss-a&mmgggg 1‘& ﬁ g}:}ﬁ APPROPRIATE DATE
N 848 1200-8-6-.08 (18) Bullding Standards N g48 A pueumatic air line was leaking 81013

{18) It shall be demonstrated through the
submisslon of plans and specifications that in
each nursing home a negalive alr pressure shall
be maintalhed o the solled utliity erea, tollet
room, Janitor ‘ s closet, dishwashing and other
such solled spaces, and a posiiive alr pressure
shalt be maintainad In all clean areas Including,
but not imited to, clean linen reoms and clean
utillity rcoms.

This Rule is hot met as evidenced by:
Based on observation, the facllity falled {o
maintain a negative alr pressure In ali dirly areas.

The findings include:;

Observation on Juné 24, 2013 at 10:68 a.m,
revealed the house keeping closet hy the 6th floor
nurses' station, the exhaust was nol working.
This finding was verifled by the malntenance
director and acknowledged by the administrator
durlng the exi conference on June 24, 2013.d

which resulted in a closed fire
damper. Negative exhaust was
prevented by the closed damper.
The air line has been repaired and
the damper is fully functional,

o
E Focillis e (X6) DATE
st - %ﬁ@gﬁ»‘ﬂ&» O%(J"
TOR'S OR PROVIDEREUPPLIER REPRESENTATIVE'S S(G UR 7 7 [ A’r

STATE FORM ; !

e
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BROTHERS ]
Mexian Vitlage of Tennessee

ok # % CONFIDENTIAL FACSIMILE TRANSMITTAL SHEET* sk

NOTETO ALL RECIPIENTS:

IMPORTANT WARNING: This message Is intended for the use of the person or entity to which it is addressed and may contain information
that is priviteged and confidential, the disclasure of which is governed hy applicable law. If you are not the intended recipient, or the
employee or agent responsible to deliver it to the intended recipient, you are hereby notified that any disclosure, copying or distribution of
thisinformation is Strictly Prohibited. If you have received this message by error, please immediately notify us by telephone, and return the
original message to us at the address above via the U. S. Postal service or take the necessary steps to destroy/shred these documents
immedlately.

CONFIDENTIALITY NOTICE:

if Confldential Health Information also known as Protected Health Information (PH1) is contalned in this fax; it Is personal and sensitive
information related to a person’s health care. It Is being faxed to you after appropriate authorization from the patient or under
circumstances that do not require patient authorization. You, the recipient, are obligated to maintain it in a safe, secure and confidential
manner. Re-disclosure without additional patient consent or as permitted by law is prohibited. Unauthorized re-disclosure or fallure to
maintain confldentiality could subject you to penalties described in federal and state law.

b _M e AT b\/ Ke Company | e pe o€ Maaslh

Faxi | 965 - 3945739 Phone:

pate: Y / 3= / 13 Pages: d 4. : 4 (L{, Ty ﬂ/ e
From:; SCu—rr '\(D oD Fax: 223 -5Ce-O4EE
Re: | ANmewded P orC

[J urgent I]F/or Review & Comment [0 Please call to discuss [0 Please Reply

MESSAGE:

Alexian Village of Tennessee
671 Alexian Way
Signal Mountain, TN 37377
Tel. (423)886-0338
Fax (423)886-0188 Alexian Village CON - 6/13/2014 - Page. 204 of 249



PRINTED: 08/28/2013

DEPARTMENT OF HEALTH AND HUMAN SERVICES 177 ‘FORM APPROVED
CENTERS FOR MEDICARE & MEDICAID SERVICES OMB NO. 0938-0391
STATEMENT OF DEFICIENCIES (X1) PROVIDER/SUPPLIER/CLIA (X2) MULTIPLE CONSTRUCTION (X3) DATE SURVEY
AND PLAN OF CORRECTION IDENTIFICATION NUMBER: COMPLETED
A. BUILDING
445123 B. WING 06/26/2013
AME OF PROVIDER OR SUPPLIER STREET ADDRESS, CITY, STATE, ZiP CODE
ALEX{AN VILLAGE OF TENNESSEE C7AAEXIANAVAY
SIGNAL MOUNTAIN, TN 37377
(X4) 1D SUMMARY STATEMENT OF DEFICIENCIES D 'PROVIDER'S PLAN GF CORRECTION
PREEIX (EACH DEFICIENCY MUST BE PRECEDED BY FULL PREFIX (EACH CORREGTIVE ACTION SHOULD BE COMPLETION
TAG REGULATORY OR LSC IDENTIEYING INFORMATION) TAG CROSS-REFERENGED TO THE APPROPRIATE DATE
DEFICIENCY)
F 279 | 483.20(d), 483.20(k)(1) DEVELOP F 279
ss=p | COMPREHENSIVE CARE PLANS
A facility must use the results of the assessment Alexian Village of Tennessee Healthcare and
to develop, review and revise the resident's ?E:‘;"C't'l':‘“;“if:t'l‘::;g::r:f‘z‘;:":;:n"cfe it
comprehenswe plan of care. the participation requirements for long term
- ) care facilities and as evidence of its ongoing
The facility must develop a comprehensive care efforts to provide quallty care to residents,
plan for each resident that includes measurable |
objectives and timetables to meet a resident's ! D:Scl_a‘mﬁa Statef";e"t " g
medical, nursing, and mental and psychosocial L Moot
) o N . Reliabilitation Center does not admit that any
needs that are identified in the comprehensive deficiencles existed, before, during or after
assessment. the survey. Alexian Village of Tennessee Healthcare
and Rehabilitation Center reserves 2il rights to
The care plan must describe the services that are contest the survey findings through the IDR, formal
to be furnished to attain or maintain the resident's appeal proceeding, or any administratlve orlegal

proceedings. This POC is not meant to establish
any standard of care or contractual obligation
and Alexian Village of Tennessee Rehabilitation

highest practicable physical, mental, and
psychosocial well-being as required under

§483'25,‘ and any services that would otherywse Center reserves all rights to raise all possible
be required under §483.25 but are not provided contentions and defenses in any type of civil
due to the resldent's exercise of rights under or criminal claim, action or proceeding. Nothing
§483.10, including the right to refuse treatment contained tn this POC should be deemed
under §483.1 0(b)(4)_ applicable to peer review, quality assurance, or

self-critical examination privileges, which Alexian
Village of Tennessee Healthcare and Rehabllitation
Center does not walve,

This REQUIREMENT is not met as evidenced
by:

Based on medical record review, observation,
and interview, the facility failed to update the care
plans for two residents (#64, #118) of twenty
residents reviewed. l

The findings included:

Resident #64 was admitted to the facility on
January 29, 2013, with diagnoses including End
Stage Renal Disease, Acute Osteomyelitis,
Diabetes, Peripheral Neuropathy, and
Hypertension.

=
CTOR'S OR PROVIDER/SUPPLIER REPRESENTATIVE'S SIGNATURE TITLE (X8) DATE

CRAQ(@M»« o sern 7/"‘,/"3

Any deficiency stqjement ending with an asterisk (*) denotes a deficlency which thé Institution ma l% excused from comecting providing It s determined that
rihar safeguards grovide sufficient pritection to the patients. (See instructions.) Except for nursing homes, the findings stated above are disclosable 90 days

aing the date of survey whether orwot a plan of correclion is provided. For nursing homes, the above findings and plans of cotrection are disclosable 14
uays fallowing the date these documents are made available 1o the facllity. If deficiencies are clled, an approved plan of correction Is requislte to continued
program participation.

LABORATORY D

FORM CMS-2587(02-99) Previous Versions Obsolete Event ID: R5K311 Facility ID: TN3301 If continuallon sheet Page 10of 13
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Medigal record review revealed t.he regideqt had a F 279 483.20(kK1) DEVELOP COMPREMENSIVE EEETE
dialysis access (shunt) and received dialysis CARE PLAN

three days a week at an outpatient clinic. Medical
record review of the care plan dated April 25,
2013, revealed the care plan did not address the
resident's dialysis access (shunt) located in the
right upper arm or the practice which requires no
needle sticks or blood pressure checks in the arm
of the access.

Observation and interview with resident #64 on
June 26, 2013, at 8:35 a.m., in the resident's
room, revealed had a dialysis access in the right
upper arm. Continued interview revealed the
resident stated wouldn't allow the staff to take
vital signs or blood draws in the right arm due to
the dialysis access.

Interview with the Minimum Data Set (MDS)
Coordinator on June 26, 2013, at 8:50 a.m., at
the sixth floor nurses' station, confirmed the care
plan did not address the care of the dialysis
access.

Resident # 118 was admitted to the facility on

February 4, 2073, with diagnoses of
f{@éﬁﬁﬁﬁ)ﬁ_ﬂwerlipidemia, Anxiety Disorder,
Depression, Arthritis, Macular Degeneration,
Chronic Obstructive Pulmonary Disease,
Osteoarthritis, Facial Fracture, and Distal Radial

Fracture.

Medical Record Review of the Admission
Minimum Data Set (MDS), dated February 12,
2013, revealed the resident was taking

Resident #64 care plan was updated by ADON to include
shunt location, no needle sticks or B/P in shunt arm, fluid
| restrictions and fo check trill/bruit after each dialyses visit.

20 random care plans will be monitored for compliance by
The Dircctors of Quality on a monthly basis.

Resident 118 care plan was reviewed on June 28, 2013 by
DON and ADON licensed staff were given an in-service by
ADON on 6/28/13 to review the care plan for psychotropic
drug use.

The Director of Quality or DON will report finding

ta the quarterly QAA Committee and the COO of the
facility. Based on these the QAA Comumittec, together
with COO, will determine whether say additional corrective
actions and additional monitoring is required and assure
implementation of the same. The COO will report on
complirnce with the Plan of Correction fo the Board

of Dircctors (the Quality Council) which has oversight
responsibilities for guality resident services and for
assurance of with regulations and standards
of governmental organization,

FORM CMS-2567(02-99) Pravious Verslons Obsolete
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BROTHERS

Seneare Measriors

Staff Education Form
Date: 6/28/13
Where: 6 and 7" Floor Healthcare

Speaker: Matthew Liers RN, Cindy Grant RN

Education Topic: Resident Care Planning

n/a

Audio/visual Equipment:

Jbjectives:

e New Admission careplanning refresher

e Current Resident care plan updating procedure for psychotropic medication.

Lesson:

1) All new residents are to have Kardex (interim) care plan created by RN supervisor upon admission and put
into care plan binders on the unit. MDS will then replace Kardex with comprehensive care plan when
comprehensive assessment is completed.

2) Nurses are to update care plan with new or discharged psychotropic medications as ordered. Examples
include antidepressants, antianxiety, antipsychotics.

3) Nurses are to care plan Initiation date, Problem, goal, and intervention. Example attached.

4) When medication d/c’d or changed put one line through care planned medication, date, and initial.
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i Care Pla. 4
Onset Category Problem(s) Goal(s) ____ Approach(s) ‘ Dept Review
» Mv_.mmmc_‘m relieving mattress to be used in bed. Cushion to - - [N
|be used in w/c to provide pressure relief.
{Use pads/ briefs due to incontinence and change regularly. |N
~ {Use precautions during ADL care to prevent skin tears N
Ao\o.wk 2 PTRP Potential for discomfort and side
effects related to use of
antidepressant medications.
~ Resident will be free from s/s of adverse
reactions to drug therapy and have no
exacerbations of depression daily untit next
Teview..
Administer medications as prescribed. ILN
Assess for s/e's of antidepressant medication, N
Assess and monitor alterations in behavior ALL

Encourage involvement with activities of interest.

{Monitor effectiveness of druga therapy
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F 309
§8=D

! Continued From page 2

| antipsychotics seven days per week and
antidepressants seven days per week. |
1
Review of the Physician's recapitulation orders for |
June, 2013, revealed the resident was taking
Zoloft 50 mg every day, Buspar 5 mg three times |
per day, (antidepressants), and Risperdal 0.25
mg every day {(an antipsychotic).

Review of the resident's care plan daied February
12, 2013, revealed no care plan for psychotropic
drug use. |

Interview with Licensed Practical Nurse (LPN) # 3
on June 25,2013, at the seventh floor Nurses'

station, confirmed psychotropic drug use was not
care planned for. .
483.25 PROVIDE CARE/SERVICES FOR !
HIGHEST WELL BEING {

Each resident must receive and the facility must
| provide the necessary care and services to attain |
i or maintain the highest practicable physical, |
mental, and psychosocial well-being, in

accordance with the comprehensive assessment |
and plan of care. i

This REQUIREMENT is not met as evidenced
by:

Based on medical record review and interview,
the facility failed to follow Physician Orders on
one resident (#117) of twenty residents reviewed.

The findings included:

i_ Resident #117 was admitted to the facility on

F 300!
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February 11, 2013, with diagnoses including
Difficulty Walking, Muscle Weakness,

Cardiovascular Disease, Cerebral Vascular 17309 482,25 PROVIDE CARE/SERVICES FOR
Accident (GVA), Dysphagia, Pneumonia, and HIGHEST WELL BEING Opaa20T

Dementia. All incoming physician orders for a hospice request
are fo be reviewed and discussed at daily car” meeling
to insure follow up en physician orders.

Medical record review of the Physician’s Order

Sheet dated February 18, 2013, revealed Alf incomiing physician orders will be reviewed by
. N ADON salong with physician progress notes indicating
sgonsOiimrivapiceT a hospice order will be monitored daily by both ADON
and Social Worker,

Medical record review of the Physician Progress . )
On 6/25 Social Worker reviewed atl charts with hospice

Notes dat"ed February 18' 201 3' 10:45 am, orders to insure compliance is met,
revealed "...recurrent CVA...spoke with -

i i i i The Director of Quality or DON will report finding
dath.t,er"'wm admit to HOSpICG for supportive to the quarterly QAA Commiftee and the COO of the facility.
care... Based on these the QAA Committee, together with

COO, will determine whether any additional corrective
actlons and additiona] monltoring is required and assure

M-edical I'GCOI’d review Of the PAR (paﬂent At implementation of the snme. The COO will report on

Risk) notes dated February 20, 2013, revealed complianee with tho Plan of Correction to the Boardl .
. i of Directors {the Quality Council) which has oversight
COHSUM fOf'...HOSPICG on 2/1 8/1 3 per MD responsibilities for quality resident services and lor .[
(PhyS'Clan) order... . assurance of pli with regulations and standards

of governmental organization.

Medical record review of the Nursing Notes dated
February 26, 2013, at 3:50 a.m., revealed
resident expired.

Interview with the Social Worker on June 25,
2013, at 3:20 p.m., at the 6th floor nursing station,
confirmed the "order for hospice" was not carried
out. Further interview revealed a care plan
conference with the resident's daughter was held
on February 20, 2013.

Further interview with the Social Worker
confirmed “...| failed to document and notify the
physician of the discussion about not wanting
hospice, my bad..."

F 322 | 483.25(g)(2) NG TREATMENT/SERVICES - F 322
ss=D | RESTORE EATING SKILLS
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F 322

Cantinued From page 4

Based on the comprehensive assessment of a
resident, the facitity must ensure that --

(1) Aresident who has been able to eat enough
alone or with assistance is not fed by naso gastric
tube unless the resident ' s clinical condition
demonstrates that use of a naso gastric tube was
unavoidable; and

(2) A resident who is fed by a naso-gastric or
gastrostomy tube recelves the appropriate
treatment and services to prevent aspiration
pneumonia, diarrhea, vomiting, dehydration,
metabolic abnormalities, and nasal-pharyngeal
ulcers and to restore, if possible, normal eating
skills.

This REQUIREMENT is not met as evidenced
by: -

Based on medical record review, observation,
facility policy review, and interview, the facility
failed to ensure staff checked percutaneous
gastrostomy tube (PEG) placement before
administering medications through the PEG tube
for one resident (#111) observed during
medication administration.

The findings included:
Resident #111 was readmitted to the facility on

February 12, 2013, with diagnoses including
Paralysis Agitans, Gastrostomy Tube, Dementia,

F 322
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F 322 Continued From page 5 F 322 F322 483.25 (g) (2) TREATMENT/SERVICES 06/28/2013
Dysphagia, and ldiopathic Normal Pressure RESTORE EATING SKILLS
Hydrocephalus' All nurses were in-serviced and educated on 6/28/2013
by ADON per factlity protocol ta check placement
i i ianifi of PEG tube by aspirating stomach contents or by
M.e(.’lcal record Jeviow Of the Slgnlflcant Change auscultation of injecling air into stomach cavity.
Minimum Data Set (MDS) assessment dated May LPN #2 along and all nursing stnff were educated on
17, 2013, revealed the resident required June 28, 2013 by ADON on facility policy and will be
i i monitored monthly for compliance the first quarter
extensive assistance of two persons for bed and then quarterly thereafter.
mobility and transfers, had short term and long STk
HPat) 14t Al ith residen and imforme:
.term .memory deficits .W]th sev.e.re cognmve that no::&lep‘r\;tocol on facility policies were observed
impairment, and received nutritional support from and not followed properly. ADON assured resident #111
tube feeding. that policies will be monitored monthly
to insure compliance.
Observation of a medication administration on All other residents ci)n PEG t'\;bfe ﬁ‘:f‘l:ingzl??m;;‘::'wegd
= . H d £ iance with facility policy ri in
June 25, 2013, at 2:00 p.m., with Licensed GustronomyTube Mstallation.
Practical Nurse (LPN) #2, revealed LPN #2 LT
i i . The Pircctor of Quality or will report finding
dlSCOﬂﬂ?Cted ﬂ?e resident’s PEG tube from the to (ehe ;uarterly QAA Committee and the COO of the facility,
automatic feeding pump and placed a closed 60 based on these the QAA Committee, togother with
ilili i i y COO, will determine whether any additional corrective
I (mllllhter) Syr":]ge gu the end_of the resident's actions“:nd :t;ditional menitoring is yequired and assure
PEG tube. Continued observation revealed LPN Implementation of the same. The COO will report on
#2 plac_ed the bell of a stethoscope on the compliance with the 1;'lan£[Co:::'cct‘i:!n]u:'theolioax:dm
resident's abdomen and attempted to aspirate ooty oy g
stomach contents by retracting the piston in the assurance of compliance with regulations and standards
syringe. Continued observation revealed LPN #2 of governmental organization,
was unable to withdraw gastric contents into the
syringe.
Continued observation revealed LPN #2 removed
the stethoscope from the resident’s abdomen,
and proceeded to prepare medications for
administration.
Review of the facility's policy, Gastrostomy Tube
Drug Instillation, revealed ,"...7. Check the tube
placement by listening with a stethoscope while
injecting approximately 20 mi of air into the tube
or aspirate back gastric contents..."
Interview with LPN #2 on June 25, 2013, at 2:05
FORM CMS-2567(02-99) Previous Verslons Obsolete Event ID: R5K311 Facitity {D: TN3301 if continuation sheet Pags 6 of 13
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APPROPRIATE ENTITY NAME HERE

TITLE:Gastrostomy tube drug instillation

CATEGORY:

SUBCATEGORIES

PRINTED COPIES ARE FOR REFENCE ONLY. PLEASE REFER TO ELECTRONIC COPY FOR LATEST
VERSION.

- PURPOSE:

To administer medication through a surgically inserted tube directly into the stomach, to
residents who are unable to ingest medications orally.

POLICY:

Medications will be administered in accordance with the established policies and
procedures.

SCOPE;

Nursing Department
DEFINITION:

PROCEDURES:

1. Perform hand hygiene and put on gloves; put on other personal protective equipment
if needed. .
2. Confirm the resident’s identity using at least two resident identifiers; ex: Picture in
" MAR, asking resident their name or asking a staff member to identify the resident.
If the resident is receiving the medication for the first time, tell the resident about any
clinically significant adverse effects or other concerns related to the new medication.
. Explain the procedure to the resident (if this wasn’t previously done), and provide
privacy.
5. Make sure you are administrating the correct medication at the proper time, in the
: prescribed dose and by the correct route.
© 7 6r~Maintainthe resident-inr a-semi-upright position with their head elevated at-least-30———- e imere.
degrees, as tolerated, to reduce the risk of aspiration.
7. Check the tube placement by listening with a stethoscope while injecting
approximately 20 ml of air into the tube or aspirate back gastric contents.

=

ey
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8. If the medication is in soft gelatin capsule form, puncture the capsule with a needle
and express the contents into a medicine cup; if necessary, consult with a pharmacist
before administering the first dose because expressing medication from the capsule
may affect delivery. If the medication is in hard film capsule form open the capsule
and empty the contents into a medicine cup containing 5 to 10 ml water. Mix crushed
tablets, liquid medication, syrups and suspension with water to increase drug
availability and reduce the risk of tube occlusion.

9. Flush the tube with 30m! of water to clear any enteral feeding from the tube and
prevent mixing of medications. Clamp the tube and remove the syringe.

10. Reattach the syringe, without the piston, to the end of the tube. Begin to pour the
medication into the syringe and unclamp the tube. If the medication flows smoothly,
slowly add more until the entire dose has been given, If the medication doesn’t flow
properly, do not force it; instead, raise the syringe slightly or if the medication
mixture is too thick, dilute with additional water.

11. Don’t add medication directly to an enteral feeding formula and do not mix different
medications before administration through an enteral feeding tube to avoid physical
and chemical incompatibilities, tube occlusion and altered therapeutic drug responses.

12. Monitor the resident closely throughout the instillation. If the resident shows signs of
discomfort, stop the procedure immediately.

13. As the last of the medication flows out of the syringe, start to irrigate the tube by
adding 15 ml of water. Flush the tube between each medication given.

14. When all medications have been administered, finish by flushing the tube with a final
30 ml of water.

15. Clamp the tube and detach the syringe.

16. Replace the plug in the top of the tube.

17. Maintain the resident in a semi-upright position with his head elevated at least 30
degrees. Have the resident maintain this position for at least 30 minutes after the
procedure,

18. Thoroughly clean the syringe.

19. Dispose, of the used supplies in the appropriate receptacles.

20. Remove and discard your gloves and other protective equipment if worn.

21. Perform hand hygiene.

22. Document the procedure.

REFERENCES:
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F 322 | Continued From page 6 F 322
p.m., in the resident's room confirmed LPN #2
should have injected air through the resident's
tube, and checked for response with the
stathoscope on the resident's abdomen at the
same time. Continued interview confirmed tube
placement had not been completed per the
facility's policy.
F 371 | 483.35(i) FOOD PROCURE, F 371
§S=F STOREIPREPAREISERVE -~ SANITARY 6/25/13 ll

The faciiity must ~

(1) Procure food from sources approved or
considered satisfactoty by Federal, State or local
authotities; and .

(2) Store, prepare, distribute and serve food
under sanitary conditions

This REQUIREMENT s not met as evidenced
by:
Based on observation, facility policy review, and

was fabeled and dated and falled to ensure the
three compartment sink was &t the appropriate
distnfectant level.

The findings included:.

Observation and interview with the Dietary
Manager on June 24, 2013, at 11:20 a.m., in the
kitchen, revealed in cooler #2 was one § quart
container full of left over pinto beans, unlabsled of
name and date; one § quatt contalner full of left
over cheese soup, unlabeled of name of product
and date,

interview, the facility falled to ensure left over food |

F 371 483.35 FOOD PROCURE,
STORE/PREPARE/SERVE-SANITARY

All policies and procedures on proper
food handling have been reviewed and an
employee in-service was conducted by
Dietary Manager and Exccutive Chef.
Dietary Manager and Executive Chef will
provide ongoing in-services to all dietary
employees to ensure proper labeling for
food is being achieved. Exccutive Chef is
to check daily all walk-in coolers as part
of his ongoing QA compliance and the
same is to be checked by Dining Services
Manager at the conclusion of each day.

An in-service on proper procedures for
the cleaning of pots and pans was
completed by 6/25/13 by Dietary Manager
along with Executive Chef. All sinks are
to be tested and documented daily on
pot/sink/sanitizer log to ensure the
minimum measures of 200 ppm are being
achicved. Dietary Manager will check
weekly to insure compliance.

Continucd monthly in-services will be
provided by Dining Services Manager of
both the proper food handling and
sanitizing of sinks

FORM CMS:2567(02-09) Provkous Verstons Obsolete
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Employee ]usu wce

Facility Dmm SEYViCES ]mLc_L__ Z L}f !3 sl } 7-$’
Time Loe .mm !
Employees Present_pish _Stuft | Poy vids MS{ L ine
Inservice Conducted By B W\Uw, \ T1LIe \3\{? ’(H‘{\! M\&maﬂr / ( /nf{—
Subjects Covered: doC Cuiten ) L ;;ywuf’.ﬂ(?

POY _sine~ sanit adion CDmr\anw n’r h\\m % #‘t&hf‘a

food ond SUPRI Storage

Employees’ Signatures:
Pt b4
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Food & Nufrition Services Procedure

S e R N INTY DRIV NN

POTS & PANS C! © o SGEDURE

DAILY GENERAL MAINTENANCE

Purpose:  To provide clean and sanit:.
Frequency: After each daily use.
Technique: Manual washing.

Equipment Required:

Rubber gloves
Brush
Clean towel

Products Required:

Solitaire
1/3 oz. per gal of water (Solitaire Dijs: e

Oasis Il 146 _
1/2 oz. per gal of water (Oasis Systci:.:

Procedure:

1. Insink No. 1 {wash sink) prepare a v+ & -~ b e Insink No. N (rinse sink)
prepare a clean, hot water rinse. In. = aifs oy s;iq}g;_), prepare a warm 200
ppm solution of Oasis It 146 Quat'S:

2. Scrape all excess soil from ware. S i e cudnutés in wash sink.

3. Scrub all surfaces. Remove ware; I - + nkinto wash sink.

4. Immerse ware into rinse sink. Ren ‘o 5 water run back into rinse
sink.

5. Immerse ware into sanitizing sink fo:

6. Remove ware from sanitizing sink-&- i = <l Do not wipe and let air
dry.
Cleaning Manual Procedures . “ervice Training Manual

‘anagement Specialists
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POTSINK SANITIZ..

File and vetain recocd for 3 months,

BREAKFAST

DATE

PPM

CHECKED
BY

11

12

13

14

19

20

21

22

23

24

25

26

27

28

20

30

i

STANDARD: 200 PPM for Qasis 144 or
solution
12.5 10 25 PPM for iodine s.

11ONLOG

HPM CHECKED

BY

sis 146 quaternary ammonium

(Policy FO18)

~ Alexian Village CON - 6/1377074 - Page 21861 239"



LT AN IV nt:r:u.l nHiEJEnD\]J(I;VKI\S ;EE\\;;EE; 191 | . | ; . OMEOS(Y\)A.?}%ZE%\‘/H%?
CENTERS FOR MEDICARE & i

STATEMENT OF DEFICIENCIES (X1) PROVIDER/SUPPLIER/CLIA (x2) MULTIPLE GONSTRUGTION GCOMPLETED
AND PLAN OF CORRECTION IDENTIFICATION NUMBER: A BUILDING

06/26/2013

445123 8. WING

STREET ADDRESS, CITY, STATE, ZIP COOE
871 ALEXIAN WAY

ALEXIAN VILLAGE OF TENNESSEE SIGNAL MOUNTAIN, TN 37377

PROVIDER'S PLAN OF CORRECTION P
(X4) 1D SUMMARY STATEMENT OF DEFICIENCIES D PROVIDERS PLAN OF CORRECTION o
{EGULATORY O LSG IDENTIFYING INFORMATION v CROSS REPERENGED T0 THE APPROPRIATE OATE

BRES RMATION TAG
TAG REGULATORY OR LSC IDENTIFYING INFOI b DEEICIENCY)

NAME OF PROVIDER OR SUPPLIER

F 371 Continued From page 7 F 371

Review of the policy Food and Supply Storage
Procedure revealed ...every ftem prepped,
prepared or opened must have a label with the &
must have shown below .,.1. All labels musl have
name of product listed, 2. Time is important In
controlling bacterial growth ...

Interview at the time of observation with the
Dietary Manager on June 24, 2013, at 11:25 a.m.,
confirmed.the cooked left over food products are
to have labels of the hame of food and the date.

Observation and interview with the Dietary
Manager on June 24, 2013, al 11:26 a.m., of the
three compartment sink revealed the sanitizing
solution tested less than 100 ppm (part per
million). Confinued observation revealed the
Dietary Manager retested the sanitizing solution
compartment again, with the results being below
100 ppm.

Revlew of the facllity’s policy "Pots and Pans
Cleaning Procedure” revealed ...sink number
three {sanitizing sink) prepare a warm 200 ppm
solution of name brand sanitizing solution.
inferview at the time of observation with the
Dietary Manager confirmed the three
compartment sink, (the sanitizing sink) did not
have 290 ppm as required for disinfection.

F 431 | 483.60(b), {d), (¢) DRUG RECORDS, F 431
$8=E | LABEL/STORE DRUGS & BIOLOGICALS

The facllity must employ or obtain the services of
a licensed pharmacist who establishes a system
of records of recelpt and disposition of all
controlled drugs in sufficient detail to enable an

FORM CMS-2567(02-08) Previous Verslons Obsolete Event I0: R5K311 Facllity fD: TN3301 If continuation sheet Page 8 of 13

Alexian Village CON - 6/13/2014 - Page 219 of 249



DEPARTMENT OF HEALTH AND HUMAN SERVICES 192

PRINTED: 06/28/2013
FORM APPROVED

OMB NO. (938-0391

CENTERS FOR MEDICARE & MEDICAID SERVICES
STATEMENT OF DEFICIENCIES {X1) PROVIDER/SUPPLIER/CLIA {X2) MULTIPLE CONSTRUCTION (X3) gg{ﬂ%ig}s\ly
AND PLAN OF CORRECTION IDENTIFICATION NUMBER: A BUILDING
o _ 445123 B.WING _ R — _ 06/26/2013
+AME OF PROVIDER OR SUPPLIER - STREET ADDRESS; CITY, STATE; ZIP CODE
671 ALEXIAN WAY
ALEXIAN VILLAGE OF TENNESSEE SIGNAL MOUNTAIN, TN 37377
5 e e , . RECTION (X0)
X4) ID SUMMARY STATEMENT OF DEFICIENCIES L PROVIDER'S PLAN OFF CORR
I(>RE)FIX (EACH DEFICIENCY MUST BE PRECEDED BY FULL PREFIX (EACH CORRECTIVE ACTION SHOULD BE COMgA.FEI'ION
TAG REGULATORY OR LSC IDENTIFYING INFORMATION) TAG CROSS-REFERENCED TO THE APPROPRIATE
DEFICIENCY)
F 431 | Continued From page 8 F 431 OB/

accurate reconciliation; and determines that drug
records are in order and that an account of all
controlled drugs is maintained and periodically
reconciled.

Drugs and biologicals used in the facility must be
labeled in accordance with currently accepted
professional principles, and include the
appropriate accessory and cautionary
instructions, and the expiration date when
applicable.

In accordance with State and Federal laws, the
facility must store all drugs and biologicals in
locked compartments under proper temperature
controls, and permit only authorized personnel to
have access to the keys.

The facility must provide separately locked,
permanently affixed compartments for storage of
controlled drugs listed in Schedule 1l of the
Comprehensive Drug Abuse Prevention and
Control Act of 1976 and other drugs subject to
abuse, except when the facility uses single unit
package drug distribution systems in which the
quantity stored Is minimal and a missing dose can
be readily detected.

This REQUIREMENT is not met as evidenced
by:

Based on observation and interview, the facility
failed to correctly store medications in 1 of 2
medication storage rooms and ensure alf
medications were within date in 2 of 4 medication
carts and in 1 of 2 medication storage rooms
observed.

F 431 483.60 (b) (¢) DRUG RECORDS, LABELS/
STORE DRUGS AND BIOLOGICALS

Al medication carts and medication rooms have heen
audited hy ADON and DON on 6/28/13 for cxpired
and incorrectly stored medications,

ADON conducted In-service on 6/28/13 to all licensed
staff on the policy of drug, records, Jabels/store drugs
and biologicals

The ADON or designee(s) will report findings fo the
Quality QAA Committee and the COO of the faeility,
Based on these findlngs, the QAA commities, together
with the COO, will determine whether any additional
corrective petions, and additional monitoring is required,
and assure implementation of the same, The COO will
report on compliance with the Plan of Correction of the
Baard of Directors (the “Quality Council”), which has
oversight responsibilities for quality resident services
nnd for assurance of compliance with regulations and
standurds of governmentzl organizations.

FORM CMS-2567(02-99) Previous Verslons Obsolete Evenl ID: R5K311 Facllity ID: TN3301 If continuation sheet Page 9 of 13
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Procedure:

193

W
S Omnicare LTC FACILITY PHARMAGY SERVICES AND PROCEDURES MANUAL 8.2
i

rPolicy #/Title | 8.2 Disposal/Destruction of Expired or Discontinued Medications__
Application LTC Facilities Receiving Pharmacy Products and Services frol_r_n Pharmacy

Effective Date | 12/01/07
Revision Date | 03/31/08, 06/10/08, 06/23/08, 01/15/09, 01/05/10, 05/01/10, 08/01/11; 07/27/11, 01/01/13

\_Pages tof4 _ - s o

Applicability:
This Policy 8.2 sets forth procedures relating to medication disposal-and destruction.

1, Facility staff should destroy and dispose of medications in accordance with Facility policy and Applicable Law,
and applicable environmental regulations.

2. Once an order to discontinue a medication is received, Facility staff should remove this medication from the
resident’s medication supply.

3. Facility should fax a copy of the discontinue order to Pharmacy.

4. Facility should place alf discontinued or out-dated medications in a designated, secure location which is solely for
discontinued medications or marked to identify the medications are discontinued and subject to destruction.

(in North Carolina, Facility staff may return medications in unit dose and unit-of-use packaging to the Pharmacy
for credit.)

(In South Carolina, Facility staff may return medications in unit dose and unit-of-use packaging to the Pharmacy
for credit.)

5. Facility should destroy non-controlled medications in the presence of a registered nurse and witnessed by one
other staff member, in accordance with Facllity policy or Applicable Law,

8. Facility should enter the following information on the drug destruction form when medications are destroyed:

6.1 Resident’s name;

6.2  Name and strength of medication;

6.3  Prescription number;

6.4  Amount of medication {dosage units) destroyed;

6.5 Date of destruction;

6.6  Signature of witnesses; and,

6.7 Method of disposition, including donation as permitted by Applicable Law.

{in Missouri, medications to be destroyed must be destroyed within 30 days. Returnable unit dose medications
must be retumned to the Pharmacy within 30 days).

{in Alabama, discontinued medications or medications left in a Facility after discharge will be disposed of by the
Facility within 90 days of the date the medication was discontinued by the prescriber.)

7. Authorized Facility staff should use Omniview™ to record and report medications that are intended to be
destroyed in “Product Destruction” menu:

7.1 From the Pharmacy Operations Menu, select.Product Destruction;
7.2 Scan the bar code of the product iabel; or,

©2013 Omnicars, All rights reserved, Page 104
Confidentiat informatlon 8.2 Disposal/Destruction of Expired or Discontinued Medications
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|

( Policy #/Title |8.2 Dispos;I/Dest'ruction of Expired or Discontinued Medications

| Application “ LTC Facilities Receiving Pharmacy Products and Services from Pharmacy
Effective Date | 12/01/07 '

Revision Date | 03/31/08, 06/10/08, 06/23/08, 01/15/09, 01/05/10, 05/01/10, 06/01/11; 07/27/11, 01/01/13

Pages 20f4 )

7.3 Type the prescription number in the box provided:

7.4 Enter the quantity of each medication to be destroyed: and,

7.5  Save or print the Record of Product Destruction.

76 To geherét_o: a Product Destruction report, select Product selections History and enter a date range or
resident’s name and RX number.

7.7 Retain a copy per state regulation or Facility policy.

8. Facility should dispose of discontinued medication, out-dated medications, or medications left in Facility after
a resident has been discharged in a timely fashion, or no more than 90 days of the date the medication was
discontinued by Physician/Prescriber, or sooner per applicable law.

9. Controlled substances may not be returned to Pharmacy, unless sent fo the Facility in error.
10. Facility should record destruction of controlled substances on:

10.1  Medication Dispositiorn/Destruction Form;
10.2  Controlled Substance Count Form: or,
10.3  Medication Destruction Log Book.

fin New York, Periodically, the Dirsctor of Nursing follows the procedure listed by the Bureau of Controfled
Substances and inventories on the Controlled Substance Surrender Form the discontinued and outdated
medications. This form is submitted to the NY State Departrent of Health, Bureau of Controlfed Substances.
Upon their written approval, these controlled medications may then be destroyed in a manner meeting the
approval on the Bureau in the presence of a registered pharmacist or two nurses.)

(in Florida, Schedule i, il, IV and V controfled substances that have been dispensed and not used by the patient
shail not be returned to the Pharmacy and shall be securely stored by the nursing home until destroyed. A
document must be completed showing the name and quantity of the drug, strength and dosage form, patient's
name, prescription number and name of the nursing home. This documentation, at the time of destruction, shalf
be witnessed and signed by the Consuiltant Pharmacist, Director of Nursing, and the nursing home Administrator
or hisfher designee excluding the above.)

11. Facility should destroy discontinued or out-dated non-controlled medications by one of two (2) methods:

11.1  Prior to destruction, an authorized Facility staff member should remove medications, including pills,
capsules, liquids, creams, etc., from their dispensing containers and pour the medications into a
container or plastic bag. An authorized Facility staff member may add a substance that renders the
medications unusable to the plastic container or bag. This Facliity staff member should foliow applicable
occupational safety laws for hazardous medications and chemicals and Facility policy for the use of
personal protective equipment and access to Material Safety Data Sheats; or
11.2  An authorized Facility staff member should place medication containers in a container or box. Facility
staff member should then seal the box with strong tape and label the box as “MEDICATION FOR }

©2013 Omnlcare, All rights reserved. Page 20f 4
Confictential Information 8.2 Uisposal/Deslruction of Expired or Discontinued Medications
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Revision Date | 03/31/08, 06/10/08, 06/23/08, 01/15/09, 01/05/10, 05/01/10, 06/01/11; 07/27/11, 01/01/13

Pages 3of4 ;

DESTRUCTION." The container or box should be secured in a locked cabinet or room until it is disposed
of, or picked up by a licensed waste disposal company. If Facility chooses 10 dispose of the box by using
a licensed waste disposal company, Facility should call the waste disposal company to pick up the waste
and to accept responsibility for proper destruction by mozneratron

(in llinois, except for r medications contained in intravenous fluids, syr/nges, ‘or transdermal patches, no health
care institution, nor any employee, staff person, contractor;, or other person acting under the direction or
supervision of a health care institution, may discharge, dispose of, flush, pour, or empty any unused medication
into a public wastewater collection system or septic system.)

12. Facility should destroy Schedule I-IV controlled substances as detailed above, with the following exceptions:

12,1 Facility should destroy controlled substances in the presence of a registered nurse and a licensed
professional in accordance with Facility policy or Applicable Law.

12.2  Destruction of controlled madications should be documented on the controlled medication count sheet
and signed by the registered nurse and witnessing licensed professional who should record:

12,21 Quantity destroyed,
12.2.2  Date of destruction; and,
12.2.3 Signature of registered nurse and pharmacist.

(In Rhode Island, staff should record the signature of the licensed professional witnessing disposal.)

(in Massachusetts, the drugs should be destroyed with two of the following authorized individuals: the
Administrator, the Director of Nursing, the Assistant Director of Nursing, or the pharmacy consuiltant. Staff nurses
and supervisors are not authorized to destroy any controlled substances. Upon compiletion of the destruction,
the Disposal Record should be signed by the two authorized individuals who destroyed the drugs, as well as
both signatures present on the specified page of the narcotic book.)

12.3  Before destruction, Facility should secure controlled substances under Double Lock at all times. “Double
Lock” can mean a locked cabinet in a locked room or a double locked cabinet. Double Lock can aiso
mean a sealed container in a locked cabinet or locked room until the sealed container is picked up by a
licensed waste disposal company.

(in New York, the double focked cabinet must be permanently affixed to the wall or floor)

18. "Wasted medications” are defined as medications contaminated or refused that require disposal. Facility should
not place “wasted medications” back in their original containers.

13,1 Wasted controlled medications should be destroyed by two licensed nurses employed by Facility, and
the disposal should be documented on the accountability record on the line representing that dose. This
procedure should apply to the disposal of unused doses (whole tablets, partial tablets, unused portions of
single dose ampules and doses of controlled substances) wasted for any reason.

13,2 Wasted single doses of medication for disposal should disposed of in a manner that limits access to them
by unauthorized personnel or residents.

©2013 Qmnicare, All rights reserved. Page 30 4
Confidential Informalion 8.2 Disposal/Destruction of Expired or Disconlinued Medicalions
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13.3  Wasted single doses of medications may be flushed or placed in public sewage only if permitted by

applicable law.
{In Florida, a single dose of wasted medication should be secured until the dose is fiushed or placed in

public sewage.)

144

13.4  Facility should document disposal of non-controlied wasted medications on the back of the MAR.

14. Facility should retain records of waste disposal for three (3) years or such period of time required by
Applicable Law.

©2013 Omnicara, All righls raserved. Pagodold
Confidential Information 8.2 Disposal/Destruction of Explred or Discontinued Medications
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%’% Omnicare LTC FACILITY PHARMACY 3159n7vscss AND PROCEDURES MANUAL 8.2
SRS : 5 T N
( Policy #/Title | 8.2 Disposal/Destruction of Expired or Discontinued Medications
Apphcahon LTC Facilities Receiving Pharmacy Products am_j_ Services from Pharmaoy
Effective Date 12/01/07
Revision Date | 03/31/08, 06/10/08, 06/23/08, 01/15/09, 01/05/10, 05/01/10, 06/01/11; 07/27/11, 01/01/13
\_Pages 2of4 S . . I
7.3 Type the prescription number in the box provided;
7.4 Enter the quantity of each medication to be destroyed; and,
7.5 Save or print the Record of Product Destruction. —
7.6 To generate a Product Destruction report, select Product selectlons H:story and enter a date range or
resident’s name and RX number.
7.7 Retain a copy per state reguiation or Facility policy.
8. Facility should dispose of discontinued medication, out-dated medications, or medications left in Facliity after
a resident has been discharged in a timely fashion, or no more than 90 days of the date the medication was
discontinued by Physician/Prescriber, or sooner per applicable law.
9. Controlled substances may not be returned to Pharmacy, unless sent to the Facility in error.
10. Facility shoul_d record destruction of controlled substances on:

11

62013 Omnlcare, Al righls reserved.
Confidential Information

10.1  Medication Disposition/Destruction Form;
10.2  Controlled Substance Count Form; o,
10.3  Medication Destruction Log Book.

{In New York, Periodically, the Director of Nursing follows the procedure listed by the Bureau of Controlied
Substances and inventories on the Controlled Substance Surrender Form the discontinued and outdated
medications. This form is submitted to the NY State Department of Health, Bureau of Controlied Substances.
Upon their written approval, these controfled medications may then be destroyed in a manner meeting the
approval on the Bureau in the presence of a registered pharmacist or two nurses.)

fin Florida, Schedule Il, lll, IV and V controlled substances that have been dispensed and not used by the patient
shall not be returned to the Pharmacy and shall be securely stored by the nursing home until destroyed. A
document must be completed showing the name and quantity of the drug, strength and dosage form, patient's
name, prescription number and name of the nursing home. This documentation, at the time of destruction, shall
be witnessed and signed by the Consultant Pharmacist, Director of Nursing, and the nursing home Administrator
or his/her designee excluding the above.)

Facility should destroy discontinued or out-dated non-controlled medications by one of two (2) methods:

11.1 Prior to destruction, an authorized Facllity staff member should remove medications, including pills,
capsules, liquids, creams, etc., from their dispensing containers and pour the medications into a
container or plastic bag. An authorized Facility staff member may add a substance that renders the
medications unusable to the plastic container or bag. This Fagility staff member should follow applicable
occupational safety laws for hazardous medications and chemicals and Fagility policy for the use of .
personal protective equipment and access to Materiat Safety Data Shests; or

An authorized Facility staff member should place medication containers in a container or box. Facility
staff member should then seal the box with strong tape and label the box as “MEDICATION FOR

Page 20f 4
8.2 Disposal/Dastruction of Expired or Discontinued Medications
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13.3  Wasted single doses of medications may be fiushed or placed in public sewage only if permitted by
applicable law.
{in Florida, a single dose of wasted medication should be secured until the dose is flushed or placed in
public sewage.)

18.4  Facility should document disposal of non-controlled wasted medications on the back of the MAR.

14. Facility should retain records of waste disposal for three (3) years or such period of fime required by
Applicable Law.

©2013 Omnicers, All rights resarved. Page 4of 4

Confidenfie} Information 8.2 DisposalDestruction of Explred or Disconlinued Medications
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Quality Ymprovement: Consultant TechmoabIUMmmMAary Keport — Ve Xage suimmary

Fuacility: ___ Dute: _ Quality Assurence Tech:
l Evaluation ; " Entrance Conference I _ .
s/ No a) Eatrance conference cond ucted with facility leadership : o
( ) Administrator () Director of Nursing via ( ) InPerson ( ) Phone ( ) Email
l Ev'alrm{io.n Drug Storage, Labeling, ‘-ccm:t_} (425, F431) s == . N‘
Nursing Unit(s) Audited: ___ Cart(s) Audited: __Treatment Cari(s) Audited: ___
N/Y/PI W a) Discontinued { Out-of-date medications are NOT avaitable for administration
N/Y/PIW b) Medications are properly labeled (e.g., have expiration dates, etc.)
N/ Y/ P/ W ¢) Medication vials are dated when opened, when appropriate
Yes 7No 7 DNO ) Medications are-Tocked and secure-{including those-needing 1o be destroyed, if required by state regulation) ..
W/ 1/P /W e) Medications in the emergency supply are in-date and ordered / re-ordered appropriatety,
and sealed (if applicable)
N/I/{P/ W f) External medications dre separated from internal medications
N/T1/P/W g) Medication storage areas and carts are clean
Yes /No/ DNO h) Medications are properly protected from light and humidity, and stored at appropriate teraperature
Yes /No/ DNO i) Temperature logs are maintained for medications including vaccines and are in appropriate temperature range

)

/No/ DNO a) Controlled medications are properly and securely stored, per regulation
(Double-lock is recommended)
Yes /No/ DNO b) Controlled substance inventory is reconciled according to facility procedures
(Shift counts are dove with 2 nurse signatures every shift)
N/T/P/W ¢) Controlled substance documentation is accurate and complete

(PRN CS documentation audit; shifi counts sheets complete)

cal Record Review (4 ,)

anS " %Y 1
@) Medication administration records indicate medications were

.NI I /I PIW avallab.le for adhﬁnisn'afioxi'

(MAR to cart audit; no holes in the MAR)
N/1/PIW b) Medications to be administered with parameters are given according to the order (e.g., hold if pulse <60)
(e.g., digoxin, clonidine, insulln)
N/I/PIW ¢) Decumentation is complete (including PRN documentation and sites of administration)
(Reason and effectiveness is documented; patch sites are documented)
Byaluation _ Med Pass Observation (332, F333) - : 3
Yes / No Med Pass observation completed.  Name of nurse observed
Date Error Rate: %
Lvaluation Tixit Conferonce ' _ ;
Yes /  No Exit conference conducted with facility leadership

( ) Administeator () Director of Nursing via () In Person ( ) Phone ( }Email

=No irregularities observed I=lisolated issues observed P=Pattern observed W=Widespread issues observed DNO=Did not observe
wnx This audit, conducted by an Omuicare Quality Assurance Technician, was based on & 10% sampling of the fucility.
It is the facility’s responsibility to inspect all medication storage areis and resident controlled substances 1o verify compliance,
Please review individual reporis for specific details on Sindipgs o )
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Date:_ Medication Room Audit

Print;

Medication Room Locked

Floor

Y /N

Medication Room neat and orderly

Proper temperature maintained in the medication room

Refrigerator has thermometer.

Refrigerator temp is degrees F

Refrigerator is clean

Refrigerator does not need defrosting

Refrigerator does not contain food

items requiring refrigeration are refrigerated

Suppositories out of their properly labeled container

Multiple dose containers are dated when first opened

Dirly, illegible, or incomplete labels present

Applesauce/pudding/juice returned to refrigerator after med pass

Applesauce/pudding/juice dated

Drugs outdated present

Drugs for discharged or deceased present

Drugs requiring special security are properly stored

Proper record keeping for special security drugs

Internal and external medications are stored separately

Medication cart clean

Medication cart locked or tended

Emergency box is in date

Emergency box is locked

First dose box is locked

IV box is locked

Medication cart clean

Notes

Signature:
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]
MEDICATION ADMINISTRATION RECORD AND/OR MEDICAT ION;’CART CHECK

Facility Name: Date:

Ommnicare Auditer: Cart Name: Cart Exterior Clean? YES NO  Cart Drawers Clean? YES NO
Locked? YIS NO Controls Locked? YES NO  Juice, etc. dated? YES NO Sharps OK? YES NO Med cups stored upside down?YES NO
The below listed medication concerns, missing medication and/or medication errors were reviewed with the nurse for follow up:

Room Resident’s Concerns, if any
Number Nanie

1. Multi-Dose Vials, Dated, 30 days 10. Serevant (Opened), Dated, ¢ weeks
2. Glucose Strips, Dated 11, Foradil, Dated, 4 months
" “lucose Control Solution, Daled, 90 days 12. Bystta, Dated, 30 duys

" iG Sublingual, Dated 13, Forteo-Refrigerated, Dated, 28 days
5. Insulin, Dated, 28 days, except Pens, Levemir (42 days) 14. Duoneb, Dated, Store unused in foil
6. Xalalan, Datcd, 6 weeks 15. Xopenex, Dated, 2 weeks afler pouch opened, vials removed from pouch,
8. Miacalcin (Store Upright), Dated, 30 days protect from tight — use within 1 week.
9. Advair (Opened), Dated, 30 duys 16. Citrate of Magnesia, Dated, 24 hours
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DEPARTMENT OF HEALTH AND HUMAN SERVICES FORM APPROVED
CENTERS FOR MEDICARE & MEDICAID SERVICES OMB NO. 0938-0391
STATEMENT OF DEFICIENCIES (X1) PROVIDER/SUPPLIER/CLIA (X2) MULTIPLE CONSTRUCTION (X3) DATE SUREV‘;EY
AND PLAN OF CORRECTION IDENTIFICATION NUMBER: A. BUILDING COMPLET!
445123 B. WING e 06/26/2013
NAME OF PROVIDER OR SUPPLIER STREET ADDRESS, CITY, STATE, ZIP CODE

671 ALEXIAN WAY

ALEXIAN VILLAGE OF TENNESSEE SIGNAL MOUNTAIN, TN 37377

(X4) D | SUMMARY STATEMENT OF DEFICIENCIES I D ! PROVIDER'S PLAN OF CORRECTION (x5)
PREFIX | (EACH DEFICIENCY MUST BE PRECEDED BY FULL PREFIX | (EACH CORRECTIVE ACTION SHOULD BE comngEEmN
TAG | REGULATORY OR LSC IDENTIFYING INFORMATION) TAG CROSS-REFERENCED TO THE APPROPRIATE
i DEFICIENGY)
!
|
F 431 | Continued From page © F 431

The findings included: i

Observation and interview in the seventh floor
medication room on June 26, 2013, at 8:54 am.,
revealed seven Levofloxin tablets individually
wrapped, no resident name, and unsecured in the
“catch all drawer", confirmed by Registered Nurse
{RN) Supervisor #1.

Observation and interview in the sixth floor !
medication storage room on June 26, 2013, at |
9:30 a.m., revealed one unopenead bottle of
Aspirin 3256mg (milligrams), 100 tablets, expired
May 2013, confirmed by Licensed Practical Nurse
(LPN) #1.

Continued observation and interview with LPN #1, | i
at the 6 east medication cart, on June 26, 2013, |
at 9:35 a.m., revealed Aspirin 325mg, 100 tablets
bottle, expired April 2013, with 50 tablets

remaining, confirmed by LPN #1. !

Further observation and interview with LPN #1, at
the 6 west medication cart, revealed Vitamin C

500mg, 100 tablets bottle, expired May 2013, with
99 tablets remaining, confirmed by LPN #1. |
F 441 | 483.65 INFECTION CONTROL, PREVENT '[ F 441
8s8=p | SPREAD, LINENS

The facility must establish and maintain an
Infection Control Program designed to provide a
safe, sanitary and comfortable environment and
to help prevent the development and fransmission
of disease and infection.

(a) Infection Control Program
The facility must establish an Infection Control

FORM CMS-2567(02-99) Previous Versions Obsolete Event 10: R6K311 Facility ID: TN3301 If continuation sheet Page 10 of 13

Alexian Village CON - 6/13/2014 - Page 231 of 249



DEPARTMENT OF HEALTH AND HUMAN SERVICES 204
CENTERS FOR MEDICARE & MEDICAID SERVICES

PRINTED: 06/28/2013
FORM APPROVED
OMB NO, 0938-0391

Program under which it -
(1) Investigates, controls, and prevents infections
in the facility; i
(2) Decides what procedures, such as isolation,
should be applied to an individual resident; and |
{3) Maintains a record of incidents and corrective |
actions related to infections. !
1

(b) Preventing Spread of Infection

(1) When the Infection Control Program
determines that a resident needs Isolation to
prevent the spread of infection, the facility must
isolate the resident.

(2) The facility must prohibit employees with a
communicable disease or infected skin lesions
from direct contact with residents or their food, if
direct contact will transmit the disease.

(3) The facility must require staff to wash their
hands after each direct resident contact for which
hand washing is indicated by accepted
professional practice.

(c) Linens

Personnel must handle, store, process and
transport linens so as to prevent the spread of
infection.

This REQUIREMENT is not met as evidenced
by:

Based on observation, facility policy review, and
interview, the facility failed to ensure staff
followed infection control policies to prevent
possible cross contamination by providing
disinfection of muiti-use resident equipment and
supplies between each resident's use.

STATEMENT OF DEFICIENCIES (X1) PROVIDER/SUPPLIER/CLIA (X2) MULTIPLE CONSTRUCTION (X3)88LI|EDLSEJ%V§Y
AND PLAN OF CORRECTION IDENTIFICATION NUMBER:
A. BUILDING
445123 B.WING _ 06/26/2013
~AME OF PROVIDER OR SUPPLIER STREET ADDRESS, CITY, STATE, ZIP? CODE . .
IAN VILLAGE OF TENNESSEE 671 ALEXIAN WAY
ALEX SIGNAL MOUNTAIN, TN 37377
X4) 1D SUMMARY STATEMENT OF DEFICIENCIES | D PROVIDER'S PLAN OF CORRECTION (x5)
éRE)mx E (EACH DEFRICIENCY MUST BE PRECEDED BY FULL PREFIX (EACH CORRECTIVE ACTION SHOULD BE °°“§,E$g'°“
TAG REGULATORY OR LSC IDENTIFYING INFORMATION) TAG CROSS-REFERENCED TQ THE APPROPRIATE
DEFICIENCY)
i
F 441 | Continued From page 10 | F441

o | 06/28/2013
1441 483.65 INFECTION CONTROL, PREVENT | 98/2%/

SPEAD, LINENS

All nurses were in-serviced and educated on June,
28, 2013 by ADON per facility protocol for use and
cleaning of blood glucose monitors and infection
control.

Nurses will be monitored by both ADON and DON
monthly for compliance for first quarter and quarterly
thereafler,

The ADON will report findings to the QAA
Committee quarterly, and the COO of the facility.
Based on these findings, the QAA Committee,
together with the COO, will determine whether any
additional corrective actions and additional
monitoring is required, and assure implementation of
the same. The COQ will report on compliance with
the Plan of Correction to the Board of Directors (the
“Quality Council”), which has oversight
responsibilities for quality resident services and for
assurance of compliance with regulations and [
standards of governmental organizations.

FORM CMS-2667(02-99) Previous Verslons Obsolete
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STATEMENT OF DEFICIENCIES (X1) PROVIDER/SUPPLIER/CLIA (X2) MULTIPLE CONSTRUCTION (3 pATE fgfglgv
AND PLAN OF CORRECTION IDENTIFICATION NUMBER: e ITE
445123 B. WING 06/26/2013
NAME OF PROVIDER OR SUPPLIER STREET ADDRESS, CITY, STATE, ZIP CODE
VIL E SEE 671 ALEXIAN WAY
AEERER EEACEICE FIENNES SIGNAL MOUNTAIN, TN 37377
(X4) 1D SUMMARY STATEMENT OF DEFICIENCIES T b | PROVIDER'S PLAN OF CORREGTION T
PREFIX (EACH DEFICIENCY MUST BE PRECEDED BY FULL | PREFIX | (EACH CORRECTIVE ACTION SHOULDBE | comPLeTion
TAG |  REGULATORY OR LSC IDENTIFYING INFORMATION) TAG |  CROSS-REFERENGED TO THE APPROPRIATE |
‘, , . DEFIGIENCY)
-‘ 1
F 441 | Continued From page 11 | F441

I The findings included:

E Observation on June 24, 2013, at 11:00 a.m.,
revealed Licensed Practical Nurse (LPN) #2, .
prepared supplies (glucometer, alcohol preps, ' |
lancets, gauze pads) for glucose testing in a

small plastic container at the medication cart on 6
West (W), and carried the supplies into a -
resident's room. Continued observation revealed
LPN #2 placed the container on the resident's
over-bed table, and proceeded to perform a
finger stick for glucose monitoring. Continued i
abservation revealed LPN #2 checked the !
resident's blood sugar level with the glucometer,
wiped the resident's bloody finger with a gauze | .
pad, and returned to the medication cart with the |
unused supplies in the container, and the
glucometer. Continued observation revealed LPN
#2 placed the plastic container on top of the
medication cart without disinfecting the bottom of
the container. |

Continued observation on June 24, 2013, at 11:10 ;
a.m., revealed LPN #2, disinfected the i
glucometer with a "Sani-Hands" hand sanitizing
wipe.

Review of the facility's policy, Blood Glucose

Monitoring, revealed, "...4. Place surface barrier
(hand wipe) on med cart or on over the bed .
table...16. Wipe entire blood glucose monitor with .
a bleach based wipe...17. Set the digital timer for
3 minutes - recommended drying time based on |
{product name) recommendations...” ,

Interview with LPN #2 on June 24, 2013, at 11:20 ;:
a.m.,, confirmed LPN #2 had used the wrong !
product for the disinfection of the glucometer, and |

FORM CMS-2567(02-99) Previous Versions Obsolete Evenl ID:R5K311 Facllity ID: TN3301 If continuation sheet Page 12 of 13
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APPROPRIATE ENTITY NAME HERE

TITLE: Blood Glucose Monitoring

CATEGORY: Nursing

SUBCATEGORIES

PRINTED COPIES ARE FOR REFENCE ONLY. PLEASE REFER TO ELECTRONIC COPY FOR LATEST
VERSION.

PURPOSE:

POLICY: To provide a safe, reliable, and readily available means of assessing and
evaluating the diabetic resident’s glycemic status

SCOPE:
Nursing

DEFINITIONS:

PROCEDURES:
1. Before beginning to test, gather the following items:
Blood Glucose Monitor
Blood Glucose Test Strip
Lancet
Disposable non sterile gloves
Alcohol preps
Bleach Wipes
Digital Timer
Surface barrier
Wash hands.
Don gloves
Place surface barrier on med cart or on over the bed table.
Remove tip from lancet.
Insert test strip into blood glucose monitor to turn device on.
Check the code that appears on the monitor against the code on the test strip
bottle.
8. Insert test strip info monitor and wait for the “blood drop” symbol to flash
on the monitor display.
9. Prepare finger to be lanced with the alcohol wipe and allow area to dry.

FRomtmoe ae op

e
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10. Lance the finger and briefly touch a drop of blood to the end of the test strip.
The blood drop disappears when the blood is applied correctly.

11. Result is displayed

12. Remove test strip.

13, Dispose of the test strip and lancet in the BIOHAZARD sharps container.

14. Remove gloves and wash hands or use hand sanitizer wipes.

15. Don gloves.

16. Wipe entire blood glucose moniter with a bleach based wipe.

17. Set digital timer for recommended drying time based on the manufacturers’
recommendations.

18. Remove gloves.

19. Wash hands or use hand sanitizer wipe.

20. Record results on the MAR.

21. Contact physician if blood -glucose level is over 400 or below 60 — unless
otherwise indicated by physician orders.

22. Chart any pertinent observations, resident education or nursing actions in the
nurse’s notes.

REFERENCES:
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STATEMENT OF DEFICIENCIES (X1) PROVIDER/SUPPLIER/CLIA
AND PLAN OF CORRECTION IDENTIFICATIOMN NUMBER:

445123

{X2) MULTIPLE CONSTRUCTION
A BUILDING

o (X3) DATE SURVEY

COMPLETED

B.WING ___

06/26/2013

NAME OF PROVIDER OR SUPPLIER

ALEXIAN VILLAGE OF TENNESSEE

671 ALEXIAN WAY

STREET ADDRESS. CITY, STATE, ZIP CODE

SIGNAL MOUNTALIN, TN 37377

(X4)ID | SUMMARY STATEMENT OF DEFICIENCIES
PREFIX | (EACH DEFICIENCY MUST BE PRECEDED 8Y FULL
TAG | REGULATORY OR LSC IDENTIFYING INFORMATION)

D : PROVIDER'S PLAN OF CORRECTION (X5)
PREFIX | (EACIH CORRECTIVE ACTION SHOULD BE COMPLETION
TAG 1 CROSS-REFERENCED TO THE APPROPRIATE DATE

DEFICIENCY)

F 441 | Continued From page 12

supply container in the resident's room.

allowed to dry per the manufacturers
recommendations. Continued interview

was not sufficient to disinfect the glucometer.

followed the facility's policy.

had failed to use a barrier under the glucometer |

interview with the Direclor of Nursing (DON) on
June 26, 2013, at 9:30 a.m., in the DON's office
confirmed the glucometer should he cleaned with |
a bleach based wipe between residents' use, and

confirmed the hand cleanser used by LPN #2 was
an alcohol based product, not bleach based, and

Continued interview confirmed only the items to |
be used for the resident should be taken into the
resident’s room to prevent cross contamination.
Continued interview confirmed LPN #2 had not

F 441
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Division of Health Care Facillties . : femii
STATEMENT OF DEFICIENCIES = | (X1) PROVIDER/SUPPLIER/CLIA (X2) MULTIPLE CONSTRUCTION : (x3) ggmfgﬁfy
AND PLAN OF CORRECTION IDENTIFICATION NUMBER: A BUILDING:

TN3301 B. WING 06/26/2013
\ME OF PROVIDER OR SUPPLIER STREET ADDRESS, CITY, STATE, ZIP CODE
! 671 ALEXIAN WAY
ALEXIAN VILLAGE OF TENNESSEE SIGNAL MOUNTAIN, TN 37377
44) 1D SUMMARY STATEMENT OF DEFICIENCIES D PROVIDER'S PLAN OF CORRECTION (X5)
PREFIX (EACH DEFICIENCY MUST BE PRECEDED BY FULL PREFIX (EACH CORRECTIVE ACTION SHOULD BE COMPLETE
TAG REGULATORY OR LSC IDENTIFYING INFORMATION) TAG CROSS-REFERENCED TO THE APPROPRIATE RATE
DEFICIENCY) -
N 002} 1200-8-6 No Deficiencies N 002
During the annual Licensure survey conducted on
June 26,2013, at Alexian Village of Tennessee, no
deficiencies were cited under chapter 1200-8-6,
Standards for Nursing Homes.
Division of Health Care Facliities
(X6) DATE

TITLE

LABORATORY DIRECTOR'S OR PROVIDER/SUPPLIER REPRESENTATIVE'S SIGNATURE
ST TEFORM L REK311

tf continuation sheet 1 of 1
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- o : PRINTED: 06/27/2013
DEPARTMENT OF HEALTH AND HUMAN SERVICES FORM APPROVED
CENTERS FOR MEDICARE & MEDICAID SERVICES - OMB NO. 0938-0391
STATEMENT OF DEFICIENCIES (X1) PROVIOER/SUPPLIER/CLIA {%2) MULTIPLE CONSTRUCTION ) (X3>g3ﬁg&\§*
AND PLAN OF CORRECTION IDENTIFICATION NUMBER: A. BUILDING 04 - MAIN BUILDING 01

B WING 06/25/2013

STREET ADDRESS, CITY, STATE, ZIP GODE
) 671 ALEXIAN WAY .
ALEXIAN VILLAGE OF TENNESSEE SIGNAL MOUNTAIN, TN 27377

! : RS PLAN OF CORRECTION o
XHio ! SUMMARY STATEMENT OF DEFICIENGIES D PROVIOE! 1
IS'RE)FIX i (EAC\H DEFICIENCY MUST BE PRECEDED BY FULL [ PREFIX (EACH CORRECTIVE ACTION SHOULD BE wm&gm i
TAG REGULATORY OR LSC IDENTIFYING INFORMATION) TAG caoss-REFEREDNggg ;:%YH)E APPROPRIATE

445123

NAME Of PROVIDER OR SUPPLIER

A fire sprinkler is beiﬁg installed 8/10/13

i there | e ST hoftn In the east stairwell on the bottom
ere is an automatic sprinkler system, it is . P .

installed in accordanoe with NEPA 13, Standard landing ceiling so as to moet

for the Installation of Sprinkler Systems, to code.

provide complete coverage for all portions of the

building. The system Is properly maintalned in

accordance with NFPA 26, Standard for the

Inspection, Testing, and Malntenance of

Water-Based Fire Protection Systems. [tis fully

supervised. There Is a reliable, adequate water ]

supply for the system. Required sprinkler

systems are equipped with water flow and lamper

switches, which are elactrically connected to the

building fire alarm system. 10.3.5

K056 | NFPA 101 LIFE SAFETY CODE STANDARD K 056
§8=D

|

This STANDARD is not met as evidenced by;
Based on observation, the facility failed to have
! all areas of the bullding sprinklered.

1

The findings include:

Observation on June 24, 2013 at 11:30 a.m.
revealed that the bottom stalrwell landing from
the exit by room 635 has no sprinkler protection.

Thls finding was verified by the maintenance
director and acknowledged by the administrator
during the exit conference on June 24, 2013. . 8/10/13
K 062 | NFPA 101 LIFE SAFETY CODE STANDARD Kosz| A five year obstruction test

and gauge replacement has

§8=D 3
Required automatic sprinkler systems are been scheduled.
continuously maintained In reliable operating
condition and are inspected and tested
periodically.  19.7.6, 4.6.12, NFPA 13, NFPA 26,

2.7.6

TITLE (X8} DA]:E

LABORATORY DIREGTOR'S OR PROVIDER/SUPPLIER REPRESENTATIVE'S SIGNATURE

Any deficlancy statement ending with an asterisk (*} denotes a deficloncy which the insfitution may be excused from correcling providing it Is determined that
ofher safeguards provide sufficient prolection to the patients. (See Instructions.) Except for nursing homes, the findings staled above are disslosable 0 days
foliowing the date of survey whathar or not a plan of correction Is provided, For nursing homes, the above findings and plans of comrection are disclosablo 14
days following the date these documents are made avallable (o the fadllity, I deliciencies are cited, an approved plan of correction is requisite to continued
program particlpation,
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. _ PRINTED: 06/27/2013

DEPARTMENT OF HEALTH AND HUMAN SERVICES . FORM APPROVED

CENTERS FOR MEDICARE & MEDICAID SERVICES . OMB NO. 0938-0391
(X3} DATE SURVEY

\TEMENT OF DEFICIENGIES (X1) PROVIDER/SUPPLIER/CLIA {X2) MULTIPLE CONSTRUCTION COMAETED
0 PLAN Of CORRECTION IDENTIFICATION NUMBER: A BUILDING 01 -~ MAIN BUILDING 01

B, WING 06125/2013

STREET ADDRESS, CITY, STATE, ZIP CODE
671 ALEXIAN WAY
ALEXIAN VILLAGE OF TENNESSEE SIGNAL MOUNTAIN, TN 37377

X4) ID SUMMARY STATEMENT OF DEFICIENCIES D PROVIDER'S PLAN OF CORRECTION (X5)
F(‘RE)FIX (EACH DEFICIENCY MUST BE PRECEDED BY FULL PREFIX {EACH CORRECTIVE ACTION SHOULD BE DOM&% 0N
TAG REGULATORY OR LSC IDENTIFYING INFORMATION} TAG CROSS-REFEREgECE’gé% \fr'l)E APPROPRIATE

445123

NAME OF PROVIDER CR SUPPLIER

K 062 I Continued From page 1 K 062

i This STANDARD is not met as evidenced by:
Based on record review, the facility failed to
maintain the automatic sprinkler system.

The findings include:

Record review on June 24, 2013 at 1:10 p.m.
revealed that the 5 year obstruction investigation
test and the 5 year sprinkler gauge replacement
or calibration test have not been conducted, Last
documented test for these items was in 2006.

These findings were verified by the maintenance
director and acknowledged by the administrator
during the exit conference on June 24, 2013,

K071| NFPA 101 LIFE SAFETY CODE STANDARD K071| The sprinkler head in the laundry 8/10/13
Ss=D chute was overlooked during the
Rubbish Chutes, Incinerators and Laundry survey. The existing sprinkler head
is sufficient and no further action is

Chutes:
required on this item per Dustin

{1) Any existing linen and trash chute, including Phillips, TDOH.
pneumatic rubblsh and linen systems, that opens
directly onto any corridor Is sealed by fire resistive
construction to prevent further use or is provided
with a fire door assembly having a fire protection
rating of 1 hour. All new chutes comply with
secfion 9.5,

(2) Any rubbish chute or linen chute, including
pneumatic rubblsh and linen systems, Is provided
with automatic extinguishing protection in
accordance with 9.7.

(3) Any trash chule discharges into a trash
 collection room used for no other purpose and

l f
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DEPARTMENT OF HEALTH AND HUMAN SERVIGES ‘ FORM APPROVED
CENTERS FOR MEDICARE & MEDICAID SERVICES OMB NO. 0938-0391
{X3) DATE SURVEY

STATEMENT OF DEFICIENCIES {X1) PROVIDER/SUPPLIER/CLIA (X2) MULTIPLE CONSTRUCTION T
AND PLAN OF CORRECTION IDENTIFICATION NUMBER: A BUILDING 01 - MAIN BUILDING 01

B. WING 06/25/2013

i
445123
NAME OF PROVIDER OR SUPPLIER STREET ADDRESS, CITY, STATE, ZIP CODE
671 ALEXIAN WAY

ALEXIAN VILLAGE OF TENNESSEE SIGNAL MOUNTAIN, TN 37377

F CORRECTION (Xs)

X4} iD SUMMARY STATEMENT OF DEFICIENCIES 0 PROVIDER'S PLAN O

;gus)nx (EACH DEFICIENCY MUST BE PRECEDED 8Y FULL PREFIX (EAGH GORRECTIVE Ag?ﬁg fsyp?%s?a?fm COHETETION
TAG REGULATORY OR LSC IDENTIFYING INFORMATION) TAG CROSS~REFERESEC§(D;|‘ENCY)

K 071 | Conlinued From page 2 K071 !
protected in accordance with 8.4, ]

(4) Existing flue-fed incinerators are sealed by fire
resistive construction {o prevent further use.
19.6.4, 0.6, 8.4, NFPA 82

This STANDARD is not met as evidenced by:
Based on observation and interview, the facility
failed to have sprinkler protection in the laundry
chute.

The findings include:

Observation and interview with the maintenance
staff on June 24, 2013 at 11:15 a.m. revealed the
laundry chute has no sprinkler protection.

This finding was verified by the maintenance

director and acknowledged by the administrator

during the exit conference on June 24, 2013.

K 144 | NFPA 101 LIFE SAFETY CODE STANDARD K 144 : . 810113
A remote annunciator panel will be

88=D :
installed at the sixth floor nurses

Generators are inspected weekly and exercised . n
station where it can be monitored.

under load for 30 minutes per month in
accordance with NFPA 89, 3.4.4.1,

This STANDARD s not mel as evidenced by:
Based on observation and interview, the facility

If continuation sheet Page 3of 4
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PRINTED: 06/27/2013

DEPARTMENT OF HEALTH AND HUMAN SERVICES ' - : FORM APPROVED
_ CENTERS FOR MEDICARE & MEDICAID SERVICES _.OMB NO. 0938-0391
STATEMENT OF DEFIGIENCIES {X1) PROVIDER/SUPPLIER/CLIA {X2) MULTIPLE CONSTRUCTION (Xs)ggngg%\/g\'
AND PLAN OF CORRECTION IDENTIFICATION NUMBER: A. BUILDING 01 - MAIN BUILDING 01
445123 B.WING 06/25/2013
NAME OF PROVIDER OR SUPPLIER STREET ADDRESS, CITY, STATE, ZIP CODE
671 ALEXIAN WAY
ALEXIAN VILLAGE OF TENNESSEE SIGNAL MOUNTAIN, TN 37377
SUMMARY STATEMENT OF DEFICIENGIES D PROVIDER'S PLAN OF CORRECTION (x5)
éﬁgg& (EACH DEFICIENCY MUST BE PRECEDED BY FULL PREFIX {EACH CORRECTIVE ACTION SHOULD BE COMPLETION
TAG REGULATORY OR L.SC IDENTIFYING INFORMATION) TAG CROSS-REFERENGED TO THE APPROPRIATE
DEFICIENCY)
K 144 | Coritinued From page 3 L K144
falled to provide all proper equipment for the
generator.
The findings include:
Observation and Interview with the mainlenance
staff on June 24, 2013 between 10:30 a.m. and
11:00 a.m. revealed that there was no battery
backup light installed at the generator transfer
switch and no remote annunclator for the
generator was provided at a locatlon that is
contihuously monitored.
i
These findings were verified by the maintenance
director and acknowledged by the administrator
during the exit conference on June 24, 2013.
i
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FORM APPROVED
Division of Health Care Facilities : : -
STATEMENT OF DEFICIENCIES (X1) PROVIDER/SUPPLIER/CLIA (X2) MULYIPLE CONSTRUCTION (X3) gs&l’ifgﬁz\'gﬁr
AND PLAN OF CORREGTION IDENTIFICATKON NUMBER: A BUILDING: 61 - MAIN BUILDING 01
TN3301 B. WING 06/25/2013
NAME OF PROVIDER OR SUPPLIER STREET ADDRESS, CITY, STATE, ZIP CODE
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4) ID SUMMARY STATEMENT OF DEFICIENCIES D PROVIDER'S PLAN OF CORRECTION x5}
é)éép'lx (EACH DEFICIENCY MUST BE PRECEDED BY FULL PREEIX (EACH comecnvg Agmg As%lgR !.35 L coNeLETE
TAG REGULATORY OR LEC IDENTIFYING INFORMATION) TAG CROSS-REFEREDNgmeNCY)
N 848/ 1200-8-6-.08 (18) Bullding Standards N 848 A preumatic air line was leaking 8/10/13
whic ulted i los
(18) it shall be demonstrated through the y h res N ina N ed fire
submisslon of plans and specifications that in amper. Negative exhaust was
each nursing home a negative alr pressure shall prevented by the closed damper.
be maintained In the soiled utility area, toitet The air line has been repaired and
room, janitor ' s closet, dishwashing and other the damper is fully functional

such soiled spaces, and a positive alr pressure
shall be maintained In all clean areas including,
but not limited to, clean linen rooms and clean
utility rooms,

This Rule is not met as evidenced by:
Based on observation, the faclity failed to
malntain a negative alr pressure In all dirty areas.

The findings Include:

Observation on Juné 24, 2013 at 10:58 a.m,
revealed the house keeping closet by the 6th floor
nurses' station, the exhaust was not working.
This finding was verified by tha maintenance
director and acknowtedged by the administrator
during the exit conference on June 24, 2013.d

o P}
Divi
slon ealth Garg Facllijjes O g P
N Lo : %&4
LA T TOR'S OR PRUVIDER/SUPPLIER REPRESENTATIVE'S SIG UR 7‘ | A /I‘I'
7 )

STATE FORM R5K321 " 1 contihuation sheot 1of 1
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Development Schedule 1.

Project Completion Forecast Chart
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PROJECT COMPLETION FORECAST CHART
Enter the Agency projected Initial Decision date, as published in T.C.A. 68-1 ]—1609(0):] 6/25/20]4|

Assuming the CON approval becomes the final agency action on that date; indicate the number of days
from the above agency decision date to each phase of the completion forecast.

10.

11.

12.

13.

Architectural and engineering contract signed

Construction documents approved by the Tennessee
Department of Health

Construction contract signed

Building permit secured

Site preparation completed

Building construction commenced

Construction 40% complete

Construction 80% complete

Construction 100% complete (approved for occupancy)
*Issuance of license

*Initiation of service

Final Architectural Certification of Payment

Final Project Report Form (HF0055)

Anticipated Date

R ED?];[,EED MONTH/YEAR
n/a Jan-2012
n/a Apr-2012
n/a Feb-2012
n/a May-2012
n/a Jul-2012
n/a Jul-2012
n/a Aug-2013
n/a Feb-2014
n/a Jun-2014
60 Aug-2014
30 Aug-2014
15 Aug-2014
15 Sep-2014

* For projects that do NOT involve construction or renovation: Please complete items 10 and 11 only.

Note: If litigation occurs, the completion forecast will be adjusted at the time of the final determination
to reflect the actual issue date.
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Affidavit
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AFFIDAVIT i

STATE OF  Tennesses

COUNTY OF Hamiitan

NAME OF FACILITY: ALEXIAN VILLAGE HEALTH AND REHABILITATION CENTER

I, ___Robin Baschnagej , being first duly sworn, says that he/she is the applicant
named in this application or his/har lawfu! agent, that this project will be completed in
accordance with the application, that the applicant has read the directions to this
application, the Tennessee Health Services and Development Agency and T.C.A. § 68-
11-1601, et seq., and that the responses fo questions in this application or any other

questions deemed appropriate by the Tennessee Health Services and Development
Agency are true and complete.

//QgéEQZgif/

Signature

Robin Baschnagel
Chief Executive Officer
Alexian Village Tennessee

Sworn to and subscribed before me. a Notary Public, trme lﬂ\rﬁ\&ay of June, 2014,
witness my hand at office in the County of _}-J&m{ ' - , State of TN

NOTAkYPUqUC

3 “H\lll “”H”’,

My commission expires [ 2017 ¢~“:g:'§f{'.“.’n.L."§3€;;’o
HF-0056 S sTATE ~0%

T Z
Revised 7/02 - All forms prior to this date are obsolete 3 ¢ OF I
= | TENNESSE: @ =
St NOWARY :, =
:*,5? ., PUBUC K3

o Tl T
£/ T \) o

o
/,,,ff i) CQ\“\‘-‘

! (%)
Sapipat
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Proof of Publication
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BRADLEY ARANT BOULT

STATE OF TENNESSEE
HAMILTON COUNTY

Before me personally appeared Pain Saynes who being duly sworn,
that she is the Legal Sales Representative of the "CHATTANOOGA
TIMES FREE PRESS" and that the Legal Ad of which the attached is
a true copy, bas been published in the above said Newspaper and on
the website on the following dates. to-wit:

June 10, 2014
And that there is due or has been paid the "CHATTANOOGA

TIMES FREEL PRESS" for publication of such notice the sum of
$250.00 Dollars. (Includes $10.00 Affidavit{harge).

Al \m{ﬂ 1A

Sworn to and subscribed before me, this 10th day of June

2014,
SN M
Ny Q-" .I')"C“ | \-’mtn.l
VN ey, L \ Ly o TN
A Vi, IVJ.;.(J‘.mnnussmn Expires 7/20/2016
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LEGAL NOTICE
NOTIFICATION OF INTENT TO
APPLY FOR A CERTIFICATE OF NEED

This is to provide official nctice 1o the Health Services and Development Agency
and all interested parties, in acoerdance with T.C.A. § 68-11-1801 et seq., and the
Rules of the Health Se and Davelopment Agericy, thal Alexian Village Health
and Rehabilitation Ge 114 hed nursing home (Tennessee License Number
102), owned by Alexian Vilage of Tennessee, inc., with an_ownership type of a
Tennessee non-profit corparation and to be managed by its owners, intends ta file
an application for a Certificate of Need for the replacement of the existing facility.
The proposed naw facility will rernain on the Alexian Village of Tennessee campus,
moving from 671 Alexian Way to 622 Alexian Way, Signal Mountain, TN, 37377 in
Hamilton County. There will be no change in the number of beds at the facility, no
new services will be initiated, and no services will be discontinued. The total cost of
the project is estimated at $22,718,154.

The anticipated date of filing the appiication is June 13, 2014. The contact persan
for this project is Christopher C. Puri, Attorney, who may be reached at Bradiey
Arant Boult Gummings, LLP, 16GC Division Street, Suite 700, Nashville, TN 37208,
615-252-4643 (Phone), 615-252-4706 {Fax).

Upon written request by interested parties, a local Fact-Finding public hearing shall
be conducted. Written requests for hearing should be sent to:

Health Services and Development Agency
Andrew Jackson Building
500 Deaderick Street, Suite 850
Nashville, Tennessee 37243

Pursuant to T.C.A. § 68-11-1807(cX 1}, (A) any health care institulion wishing to
oppose a Certificate of Need application must file a written natice with the Health
Services and Development Agency ne later than fifteen (15) days before the
regularly scheduled Health Services and Development Agency meeting at which
the application is originally scheduled; and (B) Any other parson wishing to oppose
the application must file written objection with the Heaith Services and Development
Agency at, or prior to, the consideration of the application by the Agency.

37253844
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BRADLEY ARANT
BouLT CUMMINGS

LLP

Fax: (615) 252-4706
~ZiEmail: cpuri@babc.com
vy

=

June 30, 2014

VIA HAND DELIVERY

Mr. Jeff Grimm

HSDA Examiner

Tennessee Health Services and Development Agency
9th Floor, 502 Deaderick Street

Nashville, Tennessee 37243

Re: CN1406-026, Alexian Village Health and Rehabilitation Center — Responses to
Supplemental Questions

Dear Jeff:

Please find enclosed Alexian Village Health and Rehabilitation Center’s responses to HSDA’s
supplemental questions on its CON application. Accompanying this letter are an original and two
copies of the application. Also included are the supplemental affidavit.

We would again ask that this application be deemed to meet the criteria to be place on the
consent calendar, and by way of this letter make the request that it be heard through consent on a
shortened review cycle, given that the project has been already previous approved by the HSDA
in 2012.

I will serve as the contact person for the project communications and am legal counsel for the
project. You may also contact Dan Elrod at Butler Snow or I, if you or HSDA staff have
questions about our application, or if you need additional information that would be helpful. We
look forward to any discussion that may be needed with you regarding Alexian’s request.

Very truly yours,
BRADLEY ARANT BOULT CUMMINGS

0 @-MZ.WW (. @‘*W / (e

Christopher Puri
CCP/cae

cc: Dan Elrod, Esq.
Alexian Village of Tennessee

Roundabout Plaza 1600 Division Street, Suite 700 Nashville, TN 37203 *#°"<:615.244.2582 4% 615.252.6380 BABC.COM
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Responses to First Supplemental Questions
(Dated June 23, 2014)

for
Certificate of Need Application
CN1406-026
Alexian Village Health and Rehabilitation

Center

Submitted; June 30, 2014
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Section A. 4 (Ownership)

This item was covered in the applicant’s prior approved application CN1110-042A. At
the time of filing, the applicant was asked to provide a description about its owner’s
corporate transition process, which had been publically announced. Please provide a brief
update about the nature and scope of the transition regarding the parties and timeframes
involved.

RESPONSE: Atlexian Brothers Health System (ABHS) is an Illinois based not for profit
Catholic health care system. [n January of 2012, ABHS entered into an Affiliation Agreement
with Ascension Health, headquartered in St. Louis, MO.

Ascension is the largest Catholic healthcare system, the largest not for profit health care system,
and the third largest health care system (based on revenues) in the United States. In excess of
113,000 persons are employed through Ascension facilities and programs.

Ascension is a mission-driven health care system, and has a fully developed strategic plan with
three main components:

e Healthcare that Works—a system that seeks to maximize patient satisfaction measured
across factors such as quality, staff compassion and respect, effective communication,
and care responsiveness.

» Healthcare that is Safe—a multi-faceted system for improving patient safety and clinical
excellence in Ascension’s facilities.

» Healthcare that Leaves No One Behind—in addition to robust charity care and
community benefit performance, Ascension has implemented a comprehensive public
policy advocacy initiative that has as its goal achieving 100% health care access and
100% health care coverage for all persons, but especially those that are uninsured or
underinsured.

Ascension combines this mission focus with excellent financial performance, strong
administration, experience in successfully combining Catholic health care systems, access to the
capital markets on favorable terms, and significant clinical and infrastructure resources.

1. Section A, Item 9

The bed complement chart is noted. Please explain the rationale for staffing 112 of
the 114 licensed beds.

RESPONSE: In the existing facility, two (2) of the Facility’s 114 beds have been converted to
spa therapy space, with the actual available beds being only 112 and not the full licensed 114
beds; in the new facility, each floor except for the first floor, which houses the memory support
population, will have a whirlpool and spa. (see Application, p.28). The new facility will be
licensed for, and have a maximum capacity of, 114 beds. The applicant anticipates operating and
staffing all 114 licensed beds in the new building

2. Section B, Project Description Item I
The background is noted. Please add some additional highlights summarizing the

progress with construction of the new facility as approved in CN1110-042A noting
any significant approvals by city, county or state officials along the way. In your
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response. please provide a very delailed explanation of why CNI1110-042A was not
implemented timely.

The applicant’s 2012 JAR indicates that nursing home has a service relationship with
the Hospice of Chaftanooga. Please include a brief overview of same noting years in
existence, utilization, and potential benetits of the project to the service arrangement.

RESPONSE: Alexian Village, following the award of the CON broke ground on the replacement
Healthcare and Rehabilitation Center in Tune 2012. The project was challenging in that the
construction is located at the top of Signal Mountain; the site has significant elevation variations,
and the project is a multi-story facility. There were many facets to the project and many
individuals providing oversight in the details of construction, operations and project
management. The construction. however, was executed successfully, safely and timely.

Unfortunately, the attention to the details required to properly execute the CON were
overlooked.  The failure to implement the CON was an oversight by Alexian Village
management and its’ contracted agents. We understand a project update was missed in 2013
and, Alexian Village management failed to timely file the necessary request for an extension of
the CON. Upon learning of both failures on May 5, 2014, Alexian Village management,
together with legal counsel, is working to resolve this matter.

Senior leadership of Alexian Brothers Health System has reviewed the process and procedures
leading to the failure to properly implement the CON and have reviewed the same with Alexian
Village management, and have developed solutions to ensure clear lines of communication and
execution of processes for any future projects.

The applicant has had a relationship with hospice services, including Hospice of Chattanooga,
for many years. The current agreement with Hospice of Chattanooga has been in place since
approximately 2008. The provision of hospice services is an additional piece that AVT has in
place to offer its community and the health care center residents a seamless continuum of long
term care services.

3. Section B, Project Description Item ILA (Square Footage and Cost per Square
Foot Chart.

The response is noted. Please provide entries for the existing space in a revised
Square Footage Chart in order to facilitate a comparison of existing to proposed
functional areas of the nursing home. Please also ensure that the revised chart is more
legible.

RESPONSE Please find a revised square footage chart at Supplemental Question 3 Attachment -
Section B, Project Description Item [1.A (Square Footage and Cost per Square Foot Chart..

Please note that the final constructed building differed in square footage from the proposed
number used in the application (101,436 sq. feet) because the architects and builders were able to
save some space in the final design and lower the square footage of the overall building, while
still maintaining all planned and designed features.

4. Section B. Project Description Item ILB. and Section B, Project Description
Item IV (Floor Plan)

Review of the 2012 Nursing Home JAR submitted by the applicant to the Department
of Health revealed that the existing 114-bed licensed nursing home has 6 beds in
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private rooms and 108 beds in semi-private rooms. Please complete the following
chart that itlustrates the room and bed mix of the facility:

RESPONSE:
Current ‘Current | Current Proposed Proposed |
B Rooms Beds Rooms Beds |
Licensed 57 (14 114 114
Beds R M|
Statfed Beds | 110 12 114 114
Private 6 6 114 114
Rooms - -
E‘;‘S;ﬂ n/a n/a 0 0
Semi-Pvt | 34 108
Rooms - ]
Total 60 114 114 114

" Please note that all of the new rooms are considered private rooms. Each 19 bed
unit has 10 private rooms with a shared bath and 9 private rooms with a private bath.
They are listed above as private rooms for the new facility. All rooms on the 4" floor
(assisted living) are singles with private bathrooms, but all the other floors have
rooms designated as “shared,” which means that there are ‘semi-separate’ bedrooms
with a shared bathroom. (see Application, p.13).

Please complete a similar table for the breakout of rooms and licensed beds by floor
to coincide with the floor plans provided in the application.
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Room and Bed Miy by Patient Floor in Replacement Nursing Home

_'Fioor Private Rooms/ Bariatric Licensed | Staffed
Rooms * Shared BR * | Rooms Beds Beds
4™ 19 AL beds n/a n/a n/a n/a
il 9 SNF/NH 10 SNF/NH 1 SNF/NH 19 19
6" 9 SNF/NH 10 SNF/NH 1 NF/SNF 19 19
7”‘- 9 SNF/NH 10 SNF/NH 1 NF/SNF 19 19
Partial
7lh— 9 SNF/NH 10 SNF/NH 1 NF/SNF 19 19
Partial
8lh— 9 SNF/NH 10 SNF/NH 1 NF/SNF 19 19
Partial
8”1— 9 SNF/NH 10 SNF/NH 1 NF/SNF 19 19
Partial
Totaf 133 Total / 60 | 54 total | 6 NF/SNF | 114 beds | 114 beds
all private SNF/ | (private  with | (included in
19 all private AL | shared bath) private room
* total to left )

* Note: All rooms are private. Each 19 bed unit has 10 private rooms with a shared bath and 9
privale rooms with a private bath. Bariatric rooms are private rooms with a private bath and
are included within the 9 private room count.

. N()fe,: the provided chart included a request for 4" floor beds, which were included However,
the 4" floor beds are entirely assisted living. Their inclusion in the Sfinal count reflects the
additional 19 beds (133 total vs. 114 nursing home beds)

In the new facility, there are four (4) Long Term Care Neighborhoods planned. All rooms will be
private rooms in that each will have a separate, private bedroom area. Some rooms will share a
bathroom with one (1) other room (referred to as “shared private” and some will have both a
private bedroom and not share a bathroom (referred to as “private rooms™ in the chart above.
each neighborhood has nine (9) private rooms with private bathrooms and ten (10) private rooms
with shared bathrooms for a total of nineteen (19) private rooms per neighborhood. The rehab
floor has 18 private rooms with private bathrooms and 20 private rooms with shared bathroom:s.
A lotal of 54 private rooms with private bathrooms and 60 private rooms with shared bathrooms,
for a total of 114 private rooms, are slated in the new building.

5. Section B, Project Description Item II C. (Applicant’s Need to Provide the
Services)
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Your response is noted. The applicant indicates that Alexian Village of Tennessee’s
(AVT) campus is “made up of a senior housing and active adult community to which
they desire to offer a complete array of supportive and long term care services to
individuals in the community. This comprehensive continuum of services will allow
individuals to “age-in-place™ within the community that they have made the choice to
call home.” The applicant also indicates that most of the current and proposed
replacement nursing home has and will continue to receive its patients from the
Alexian Village community.

Review of the 2012 JAR revealed the following accommodations on the campus: 307
Independent Apartment Units; no Assisted Living units, 32 Home for Aging Units
and 114 licensed & Medicare-only certified Nursing Home beds. Please confirm for
the project by completing the table below:

RESPONSE:

Campus Services Current # of Residents

# Units or Beds as As of 5/31/14

of 6/2014 B )
Independent Apartment 308 290
| Units .

Home for Aging Units 32 25
Nursing Home Beds 114 (Medicare 91
(by certification only)
category) - |

The proposed project will result in the campus providing 310 independent living units, 61
assisted living beds, and 114 skilled nursing facility beds, after the skilled nursing facility is
opened and renovations are done to the existing facility to provide the full complement of
assisted living beds.

As an update from CN1110-024A:

A) how many current nursing home patients come from internal referrals from the
AVT campus and what percentage do they represent of the total nursing home
census? How does the applicant expect this proportion to change in the future?

RESPONSE: As of June 27, 2014, approximately one-half of the facility’s current residents (43
of 91) are internal referrals from the AVT campus or from another Alexian facility. A large
percentage of the service population will come from internal referrals from the AVT campus.
Internal need within the AVT community is also projected to grow as the continuing care
population ages and the new skilled nursing facility becomes available for occupancy. The state
of the art facility and addition of assisted living allows Alexian to provide and present to the
community a new, state of the art continuum of care. Currently, the lack of assisted living on
campus negatively impacts AVT’s ability to deliver a continuum of care to AVT residents. This
will further increase internal referrals as those residents progress through Alexian’s continuum of
care.

B) Are there any updates resulting from recommendations provided by Larson Allen,
a leading national consultant in senior housing and long term care sectors, to the
applicant pertaining to replacement of the nursing home and development of a
continuum of care on the campus?
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RESPONSE: The engagement of Larson Allen was for services relating to the development af the
project. Therc have been no updates relevant to this replacement application for the original certificate of
need.

6. Section B, Project Description Item II1A (Plot Plan)

Your maps are noted. The plot plan is not very legible. As required in the
application for all projects, the Plot Plan must provide the size of the site (in acres),
location of the prepoesed struciure on the site, and_the names of streets, roads,
highways that cross or border_the site. Those items bolded and underlined were
omitted from the documentation submitted. Please identify the current location and
the proposed new location of the nursing home Please provide a new Plot Plan with
all the required information.

RESPONSE: Please find a revised plot plan attached at Supplemental Question 7 Attachment -
Section B, Project Description, ltem [II.A.: Plot Plan. The size of the health care facility
replacement site, as listed on the attachment, is approximately 3.4 acres, including the perimeter
of the existing building and the boundaries of the new facility. The total acreage of the Alexian
campus, which is a single parcel, is 28.09 acres, according to the Hamilton County property
records.

7. Section C, Need Item 1

Please discuss how the proposed project will relate to the 5 Principals for Achieving
Better Health found in the State Health Plan." The principles are provided as follows:

Please discuss how the proposed project will relate to the S Principles for Achieving
Better Health found in the State Health Plan. Each Principle is listed below with example
questions to help the applicant in its thinking.

1. The purpose of the State Health Plan is to improve the health of Tennesseans.

RESPONSE: While this principle focuses mainly on the goals and strategies that support health
policies and programs at the individual, community and state levels that will help improve the
health status of Tennesseans, this project is consistent in that it supports a continuum of care
model where following an acute care stay, patients will be able to receive intensive skilled
nursing care and rehabilitative services at a stepped-down cost from an acute care setting. The
ultimate goal for all patients admitted to the Applicant’s facility is to design a campus setting
that provides the most effective care in a person-centered environment, that is also the least-
restrictive and least-costly option available, where the individual can live the healthiest life
possible.

a.  How will this proposal protect, promote, and improve the health of
Tennesseans over time?

RESPONSE: The project will allow state of the art long term care services to be
provided on the AVT campus. As outlined in the Larson Allen analysis, the
campus, with the new replacement skilled nursing facility, will provide that
seamless continuum of care. As part of the Applicant’s commitment to prepare its
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facilities for the residents for the next quarter century, the skilled nursing facility
has been updated and renovated to meet those resident and family desires in order
to transition this Applicant (o the modern needs of a post-acute rehabilitation and
dementia/Alzheimer’s population.

b.  What health outcomes will be impacted and how will the applicant measure
improvement in health outcomes?

RESPONSE: The new facility will ailfow residents of Alexian Village, Signal
Mountain and the surrounding Hamilton County area to receive high quality long
term care. including rehabilitation services and intensive skilled nursing care at a
stepped-down cost from an acute care setting.

c. How does the applicant intend to act upon available data to measure its
contribution to improving health outcomes?

RESPONSE: Alexian Village reports extensive quality measures as part of its
involvement in the Medicare program. Alexian has an ongoing quality
improvement program to monitor and improve patient outcomes. These outcomes
are regularly reported as part of public reporling requirements for all nursing
homes.

2. Every citizen should have reasonable access to health care.

RESPONSE: The Applicant’s healthcare model targets patients that are Medicare qualified
beneficiaries seeking skilled nursing and rehabilitation services following a prior hospital stay,
as well as providing a continuum of care for residents of Alexian’s continuum of care campus.
The majority of all patients placed in nursing homes from the acute care setting are Medicare
beneficiaries. Since Medicare is a federal insurance program covering individuals age 65 and
older, as well as disabled individuals below this threshold age, access to long term care Medicare
beds is a function of bed availability in the market. The Applicant’s original application,
CNIT10-042A, was approved May 2011, thus demonstrating that there was a need for additional
access to long term health care options in the Signal Mountain / Hamilton County service area.

a.  How will this proposal improve access to health care? You may want to
consider geographic, insurance, use of technology, and disparity issues
(including income disparity), among others.

RESPONSE: As noted in the application, the sixth floor of the new facility will
include clinical office space, available for rent to a local physician. While residents
will not be required to use this physician’s services, it will enhance the clinical
experience of those residents who choose to take advantage of it, allowing residents
to receive medical attention in a comfortable setting without any travel.

b.  How will this proposal improve information provided to patients and referring
physicians?

CN1406-026 (Alexian) - Supplemental Responses 6/30/14
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RESPONSE: As noted in the application. the sixth floor of the new facility will
include clinical office space, available for rent to a local physician. While residents
will not be requircd Lo use this physician’s services, it will enhance the clinical
experience of those residents who choose to take advantage of it, allowing them to
have medical attention in a comtortable setting without any travel.

c.  How does the applicant work to improve health literacy among its patient
population. including communications between patients and providers?

RESPONSE: AVT regularly holds sessions and education as part of a wellness
program for all AVT residents. This program includes information about various
health issues including nutrition, healthy living, chronic diseases and their
prevention and treatment. The program includes an exercise physiologist. The
program includes information about progressing through the continuum of care
from independent to more dependent forms of care.

As noted in the application, also Alexian maintains an externship site with the
University of Tennessee School of Medicine The Applicant is also an externship
site for UT-Chattanooga’s nursing program and the UT Medical School geriatrics
program. The Facility has no plans to take on the additional training of students,
other than through the continuation of existing programs such as nurse aide
training. Alexian also regularly hosts patient information fairs and training for its
residents, staff and the community at large.

3. The State’s health care resources should be developed to address the needs of
Tennesseans while encouraging competitive markets, economic efficiencies, and
the continued development of the State’s health care system.

RESPONSE: The Applicant’s project speaks to the very heart of this principle at
several levels. By assuring that the appropriate level of care and health care beds
are available, when needed, the state’s health care system will be able to keep cost
to their lowest level possible by making sure patients are able to utilize services at
the lowest level of care possible (skilled nursing versus an acute care setting).

a.  How will this proposal lower the cost of health care?

RESPONSE: By assuring that the appropriate level of care and skilled nursing
beds are available, when needed, the state’s health care system will be able to keep
cost to their lowest level possible by making sure patients are able to utilize
services at the lowest level of care possible (skilled nursing versus an acute care
setting).

b.  How will this proposal encourage economic efficiencies?
RESPONSE: While not part of the Alexian skilled nursing facility proposal, an
affiliated entity, Alexian Brothers Community Services (ABCS) is a community-

based program whose purpose is to serve the frail elderly residents of Hamilton
County with a healthcare model including senior home care, adult daycare and
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specialized geriatric medical care. ABCS is part of the nationa! Program of All-
inclusive Care for the Elderly (PACE.) Started locally in 1998, PACE is a jointly
sponsored project of Atexian Brothers and the Tennessee Bureau of TennCare.
Through its coramaon sy s em affiliate with the ABCS PACE. AVT benefits from the
development of learning about and identifying better and more efficient ways to
delivery post-acute and long tenm care. and is also a potential referral site for PACE
participants that require skilled nursing and/or rehabilitation services.

c.  What informalion will be made available to the community that will
encourage a competitive market for health care services?

RESPONSE: Alexian provides transparent cost information to all prospective and
current residents and promotes a competitive environment for the purchase of long
term care services. As a continuing care retirement community (CCRC), it does
provide the community with chotce of a difterent model to meet its members’ long
term care needs.

4. Every citizen should have confidence that the quality of health care is continually
monitored and standards are adhered to by health care providers.

RESPONSE: The Applicant’s facility is a long term care provider that is surveyed both at the
State and Federal levels. Through various sources, including the Medicare.gov website and the
Nursing Home Compare data sets, consumers can now compare and research long term care
providers, home care providers and acute care providers. The Applicant compares favorably
both at the state and national level on these measurements. The Applicant is dedicated to
providing quality care to residents of its service area.

a.  How will this proposal help health care providers adhere to professional
standards?

RESPONSE: The development of the new facility will allow Alexian, together
with its associates, a greater ability to develop state of the art care, leaving behind
limitations of dated equipment and physical design. as well as in some cases
antiquated features of both the physical plant and equipment that do not enhance the
care provided to residents.

b.  How will this proposal encourage continued improvement in the quality of
care provided by the health care workforce?

RESPONSE:  Alexian has a continuous quality improvement program that
includes ongoing extensive education of its staff. This program promotes the
continuous improvement in the quality of care provided to residents of its facilities
by that staff.

5. The state should support the development, recruitment, and retention of a sufficient
and quality health care workforce.*

principle of the State Health Plan. As this facility is a replacement facility of the
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existing operating nursing home, the Applicant expects that its current leadership
will move to the new facility once occupancy is granted. All of these associates
have excellent credentials and will provide quality care and dedicated service to

paticnts.
a. How will this proposal provide employment opportunities for the health care
workforce?

RESPONSE: Ultimately, the constructicn of the new skilled nursing facility will
allow the campus to expand and develop its assisted living component. That new
expansion will result in a net increase in health care employment opportunities in
the community.

b.  How will this proposal complement the existing Service Area workforce?

RESPONSE: The Facility will pay wages and offer benefits that are in-line with the
prevailing rates of other employment opportunities in the community. The Facility’s
current associates are expected to move to the new facility, obviating any new need
for recruitment, and maintaining familiarity with current patients.

RESPONSE: The modernization of the Facility is expected to have a positive
impact on the Facility’s ability to recruit and keep staff. The new facility will be state
of the art and provide professionals an inviting and exceptional facility within which
to work.

8. Section C, Need La. ( Specific Criteria (Construction, Renovation, Expansion,
and Replacement of Health Care Institutions)

Please provide specific responses to the Criteria and Standards for Construction,
Renovation, Expansion & Replacement of Health Care Facilities listed on page 23 of

the Guidelines for Growth. Specific reference is made to criterion #2 items 2.a. and
2.b.

In your response for 2.b, please include a brief discussion of how the Long-term Care
Community Choices Act of 2008 has impacted nursing home utilization rates in
Hamilton County for years 2010, 2011, and 2012. The Long-term Care Community
Choices Act of 2008 allows TennCare to pay for more community and home-based
services for seniors such as household assistance, home delivered meals, personal
hygiene assistance, adult day care centers and respite care services.

RESPONSE: Guidelines for Growth, 2000 revision - Construction, Renovation, Expansion, and
Replacement of Health Care Institutions — Page 23:

2. For relocation or replacement of an existing licensed health care institution:
a. The applicant should provide plans which include costs for both renovation and
relocation, demonstrating the strengths and weaknesses of each alternative.

b. The applicant should demonstrate that there is an acceplable existing or projected
Juture demand for the proposed project.
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The replacement of the facility was the most feasible plan based on the strategic study done by
the applicant with the assistance of larson Allen. For the benefits of the Agency and its
members, a copy of that strategic study is provided as an attachment to the supplemental
question response. Physical limitations of the site would have made renovation of the existing
facility tremendously disruptive on existing skilled nursing facility residents. With the
replacement plan, no relocation of residents was required during construction. Additionally, the
replacement facility will create an additional 42 assisted living beds within the vacated “old”
nursing home building. When renovations are completed after occupancy of the new skilled
nursing facility, the total campus assisted living compaonent will equal 61 beds.

Alexian Village of Tennessee developed its strategic plan and pro form projections after an
extensive market feasibility study. That market feasibility study was done by Larson Allen, a
leading national consultant in the senior housing and long term care sectors. Larson Allen’s
consultative report used Interactive modeling from its extensive database of aging-services
financial, clinical, and operational information. This approach allowed AVT and its Board to
develop a modeling tool for estimating aging-services demand, compare the trade-offs between
strategies, and understand the impact of changing reimbursement and revenue streams. As part of
the Larson Allen study, need and proposed demand were extensively evaluated and analyzed. A
copy of that study has been provided in response to subpart 2(b). Please see Supplemental
Question 9 Attachment - 9. Section C, Need l.a. ( Specific Criteria (Construction, Renovation,
Expansion, and Replacement of Health Care Institutions) — Portions of Third Age/Larson Allen
Study..

With respect to how the Long-term Care Community Choices Act of 2008 has impacted nursing
home utilization rates in Hamilton County for years 2010, 2011, and 2012, we have analyzed the
nursing home utilization rates for those years and have not found a significant effect in
utilization of nursing home beds, nor any information that supports a particular utilization trend
either upward or downward. Utilization information in Hamilton County was as follows:

2010 | 2011 2012
Total Licensed Beds 1,689 1,544 1,659
Total Resident Days 533,461 [ 471,074 | 514,543

Total Occupancy % 87% 184% | 87% _

In addition, since the application does not project any increase in Alexian’s own nursing home
beds (only replacement), another relevant comparison, and perhaps more accurate analysis is
Alexian’s own patient day experience. Alexian’s occupancy rate has been 88%, 90%, and 88%
percent of total available beds, respectively, in those years.

The Tennessee Department of Health statistics have identified that nursing home occupancy has
remained high. According to the report, “Percent occupancy for Tennessee nursing homes
remained high throughout the 2003-2012 time period, fluctuating between 84 to 89 percent. High
occupancy is typical for the nursing home industry and appears to be invariant with changes
occurring in  resource capacity.” Tennessee Nursing Home Trends, 2012 report at
http://health.tn.gov/statistics/PdfFiles/TnNursingHomeTrends2012.pdf

To the extent the supplemental question requested responses on criteria | and 3 on page 23,
neither standard is applicable to this project because it does not add beds (#1) nor renovate the
existing skilled nursing facility (#3).

9. Section C. Need Item 4. (Service Area Demographics)

CN1406-026 (Alexian) - Supplemental Responses 6/30/14 Page 12 of 74
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Please complete & include the following chart with your response for this item:

SUPPLEMENTAL #1

June 30, 2014
10:54 am

RESPONSE:
Demographic Data Hamilton State of
County TN Total
Total 2014 Population | 47451 6,588,698
Total Population- 2016 350,924 6.710.579
Total 2016 Population %% Change 1.0% 1.8%
Age 65+ Pop. - 2014 56.269 981.984
Age 65+ Pop. - 2016 59.484 1.042.071
Age 65+ Population % Change 5.7% 6.1%
Age 65+ Population % of Total Popalation 17.0% 15.5%
Median Household Income $46,544 $ 44,140
TennCare Enrollees 55.609 1,207,604
TennCare Enrollees as % of Total Population 16.0% 18.0%
Persons Below Poverty Level 56,287 1.139.845
% of Total Population below Poverty Level 16.2% 173%

Population Information from TDI Health Statistics Populalion Figures

TennCare Cnrollment from TennCare Lnrollment Report. Uebruary 2014 at http://www.tn.gov/lenncare/news-

enrollmentdata.shiml# 14

Income Information from U.S. Census Dala at htlp://quick facts.census. gov/qid/states/4 7/47065. html

10. Section C. Need, Item 6

The tables showing utilization of the new facility are noted. Based on review of the Floor
Plans provided with the application, it appears that the new facility contains no semi-private
rooms — only private, shared and bariatric rooms. Please clarify why occupancy is shown for

semi-private rooms such as 17 patients per day in Year |.

RESPONSE: The new facility will only have private (1 bed and private bathroom) and “shared
private” rooms (1 bed but shared bathroom between 2 rooms). The projected occupancy charts
on page 29 of 249 of the original CON incorrectly labeled the “shared private” rooms as “semi-
private”. The label for those numbers should have been “shared private and not semi-private. All

other information is accurate on the charts.

Please provide a composite snapshot from the tables in the response by condensing the

information into the table below:

CN1406-026 (Alexian) - Supplemental Responses 6/30/14
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RESPONSE:
Applicant Facility- Historical and Projected Utilization
*Medicar SNF Other | Non Licensed
i p tal
Year ll;cdenscd ¢ certified | Medicar | skilled | skilled I?)é Occupancy
eas beds ¢ ADC | ADC | ADC %%
2011 114 (14 s 86 102 90%
2012 114 114 17 2 82 100 88%
2013 114 114 15 4 78 96 85%
Year
IF 114 114 16 2 32 100 87%
2014
Year
2- 114 114 23 5 79 107 94%
2015
Year
= 114 114 24 5 80 109 96%
2016

* Includes Medicare/Medicaid certified beds
Note - The facility is certified for Medicare-only

Please provide the details regarding the methodology used to project growth in the
applicant’s gross revenue from approximately $269 per patient the first year of operation,
to $281 per day in Year 2.

RESPONSE: As part of its planning for the project, Alexian conducted and prepared a detailed
pro-forma, which was presented internally within the Alexian system to justify the expenditure
of funds for the new facility. With respect to the specific increase in Year | to Year 2, Alexian
has anticipated a projected Increase in Medicare payer mix, increase in average daily census, and
the movement of life care patients to assisted living that accounts for the projected increases in
revenue in 2014 and 2015. The total number of licensed beds remains 114 but the project will
put back in service two unused beds, thus increasing capacity. Also, the availability of licensed
assisted living on the campus will allow CCRC life care residents an alternative to skilled
nursing care which, in essence “frees up” an SNF bed allowing it to be occupied by Medicare
skilled patients. The applicant projects that the average daily census (ADC) will increase to
approximately thirty two Medicare patients at a rate of approximately $450 per day, and that
ADC for Private Pay will be at twenty-two at a rate of $300 per day. The addition of the two
unused licensed beds is projected to increase the average daily census which also increases
revenue.

11. Section C, Economic Feasibility, Item 1
The letter from the architect dated October 12, 2011 is noted. Please provide an updated
letter that confirms the 101,426 total gross square feet and the $170 per square foot cost

in the Project Costs Chart on page 88 of the application. Please also include an update on
the new nursing home’s compliance with all applicable building and safety codes.
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RESPONSE: Please sec a revised letter frem the project consultants at Supplemental Question
Il Attachment - Section C. Economic Feasibility, ltem 1 - Architect’s Letter,

Please note that the final constructed building differed in square footage from the proposed
number used in the application (11,436 sq. feet) because the architects and huilders were able to
save some space in the final design and lower the square footage of the overall building, while
still maintaining all planned and designed features.

12. Section C, Economic Feasibility, Item 2 (Funding)

In addition to the resolutions provided by the governing body dated July 20, 2011, please
provide an updated letter with confirmation of sufficient cash rescrves and the amount
that will be provided to fund the needs of the project. Any conditions or terms for
repayment by the applicant should be noted in the documentation from the owner.

RESPONSE: A letter from the ABHS Treasury department is attached. Please see Supplt_emental
Attachment Question 13 - Section C, Economic Feasibility. Item 2 (Funding) — Financial
Support Letter.

13. Section C, Economic Feasibility, Item 3
Your response pertaining to the cost per bed is noted. HSDA construction costs are noted

in the table provided below from the “Applicant’s Toolbox™ on the HSDA website.
Please provide a comparison of the project to same.

RESPONSE:

Nursing Home Construction Cost_l_’erl Square Foot Years: 2011 — 2013 _

Renovated New Construction Total Construction
Construction

1* Quartile $25.00/sq ft $152.80/sq ft $94.55/sq ft

Median $55.00/sq ft $167.31/sqft | $152.80/sq ft

3™ Quartile $101.00/sq ft $176.00/sq ft $167.61/sq ft

Alexian Village n/a $184.81 /sq fi - n/a

Source: CON approved applications for yea_rs 2011 through 2013

Please note that the final constructed building differed in square footage from the proposed
number used in the application (101,436 sq. feet) because the architects and builders were able to
save some space in the final design and lower the square footage of the overall building, while
stitl maintaining all planned and designed features.

14. Scction C, Economic Feasibility, Item 4 (Historical Data Chart & Projected Data
Charts)

The Historical Data Chart is noted. The HSDA is utilizing more detailed Historical and
Projected Data Charts. Please complete the revised Projected Data Chart provided at the
end of this request for supplemental information. Please note that “Management Fees to
Affiliates” should include management fees paid by agreement (o the parent company,
another subsidiary of the parent company, or a third party with common ownership as the

CN1406-026 (Alexian) - Supplemental Responses 6/30/14
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applicant entity.  “Management Fees to Non-Affiliates™ should also include any
management fees paid by agrecment to third party entitics not having common ownership
with the applicant. Management fees should not include expense allocations for support
services, e.g., finance, human resources, information technology, legal, managed care,
planning marketing, quality assurance, etc. that have been consolidated/centralized for
the subsidiaries of a parent company.

Please provide a revised chart using the three most recent periods — 2011, 2012, 2013.
The latest version of the chart is found at the end of thic questionnaire.

Based on the trend shown in the chart of Net Operating Income losses exceeding $3
million in each of the past three years. please provide updates on action taken by the
nursing home to improve financial performance.

RESPONSE: In the course of responding to this question, the applicant determined that a
modification and refinement was needed in allocation expenses and revenues between the SNF
part of the campus and the other campus components when the original application was filed.
Financials are tracked as a campus, requiring the applicant to break out certain components to
complete the requested charts. Accordingly, we are submitting revised Historical Data Chart and
Projected Data Chart. Please sece Supplemental Question 15 Attachment - Section C, Economic
Feasibility, Item 4 (Historical Data Chart & Projected Data Charts).

With respect to the inquiry about historical performance, given the unique status of this project
in that it is already constructed and awaiting occupancy, the Applicant’s main response regarding
the question on new operating income losses was to move forward with the building of a new
facility that will better serve the Alexian Village of Tennessee (AVT) campus and enhance
financial performance, as discussed in the application and its supplemental responses.

15. Section C, Economic Feasibility, Item 10

The financial statements for the period ending June 30, 2013 are noted. Given the current
ratio less of 0.71 to 1.0, please discuss further the applicant and owner’s plans to
minimize any financial risk that may result from the project.

RESPONSE: As noted above, to minimize the financial risk of this project, Alexian engaged a
national consultant (Larson Allen/Third Age) to complete a comprehensive and thorough market
analysis. This included both internal and external interviews and review of statistical data.
Given that review, and the strong balance sheet of Alexian Brother Health Systems, who is the
parent of the project, Alexian believes it has sufficiently analyzed and has accommodated
potential financial risk from the project. In addition, given the status of the unique status of this
project and application, the project costs are accrued and paid with the exception of any final
costs related to this replacement CON. All construction costs (and the risk associated with them)
have been paid as projected.

16.  Section C, Contribution to Orderly Development, Item 7

Your State Licensure Inspection Report date 6/26/13 contains a number of citations. What
steps has the applicant taken to avoid similar citations in the future?

RESPONSE: The facility’s most recent survey did contain some deficiencies; none of the
deficiencies cited at a level indicating any concern for any significant injury or harm to a
resident. The facility has corrected all identified deficiencies and is now and has been in
substantial compliance since shortly after that survey. In the application submitted June 13,
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2014, the applicant included the facility’s most recent survey statement of deficiencies, as well
as its plan of correction for those deficiencies (sec Application, pp. 186-242 of 249). The
detailed plan of correction that the facility submitted as corrective actions for each of those
indentified deficiencies is noted in the rightmost column of the statement of deficiencies, and
also includes attached sheets of in-service and other information like policy changes. That plan
of correct includes actions taken for each opportunity for improvement as identified by the State
survey team. These measures have been, are currently, and will continue to be monitored by
Alexian Village's Quality Committee to cnsure achievement and sustainability of the outlined
improvements.

Please note that steps to ensure systemic changes were implemented to eliminate recurrence of
non-compliance. These include the hire of a Chief Operating Officer/Administrator as well as a
Chief Nursing Officer/DON with enhanced education and experience, increasing the level of
professionalism and clinical skills ensuring ihe overall quality improvement. The latest survey
was significantly improved over the last and the quality measures have been improved to a S star
level. Education of stafl and quality improvement programs have been implemented to ensure
efficacy of development programs and quality of care. Alexian notes that the facility licensure
survey in June 2013 cited no deficiencies (see p. 237 of 249) for state licensure standards.
Additionally, the deficiencies included which pertain to life safety and physical plant issues have
been corrected, but will additionally be obviated when the new facility is opened.

The facility maintains an ongoing quality improvement program. In addition we have included
information from (he facility’s federal “Five Star” rating system, which is generated by
Medicare. These “ratings™ demonstrate that Alexian has the highest rating on the portion of that
scoring relating to measured patient outcomes, and achieves much better than average outcomes
on various patient care quality indicators. Please sce Supplemental Question 17 Attachment -
Section C, Contribution to Orderly Development, Item 7 — Additional Survey / Quality
Information,

17.  Development Schedule

Although referenced by the applicant, HSDA staff could not locate the schedule in the
packet. Please provide a copy of the schedule using September 24, 2014 as the date for
the hearing of the application.

RESPONSE: The applicant’s copy of the filed application contains a project timeline at page
244 of 249 of the application. However, we have included a revised project timeline chart using
September 24, 2014 as the hearing date as noted above. Please see Supplemental Attachment
Development Schedule. The unique posture of this certificate of need application, given that the
building is constructed and ready for operation, results in the unusual timeline entries as noted in
the chart. Please see Supplemental Question 18 Attachment — Development Schedule.
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Certificate of Need Application
CN1406-026
Alexian Village Health and
Rehabilitation Center

Supplemental Question 3 Attachment —
Section B, Project Description Item I1.A
Square Footage and
Cost per Square Foot Chart
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Certificate of Need Application
CN1406-026
Alexian Village Health and
Rehabilitation Center

Supplemental Question 7 Attachment -
Section B, Project Description, Item
III.A.: Plot Plan
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Certificate of Need Application
CN1406-026
Alexian Village Health and
Rehabilitation Center

Supplemental Question 9 Attachment -
Section C, Need La. ( Specific
Criteria (Construction, Renovation,
Expansion, and Replacement of Health
Care Institutions) —
Portions of Third Age/Larson Allen
Study
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June!30,201 4:i
2 . Attorney
E BRADLEY ARANT 10:54 fttorney
35es ) , . A 2352.4643
Ll | BOULT CUMMINGS Fax. (615) 2521706
. e e, s w7 epuriigizhabe com

- AR | S preo 4

October 31, 2011

VIA HAND DELIVERY

Phil M. Wells, FACTIL

[lealth Planner 11

Tennessce Health Services and Development Agency
500 Deadcrick Street, Suite 8§50

Nashville, Tennessec 37243

RE:  Alexian Village Health and Rehabilitation Center (CN 1110-042)
Dear Phil:

Please find enclosed supplemental material you requested in your First Supplemental
Questions, Question 5(1) on the above project. In Question 5(D), you asked whether the
Applicant could share information from the work and analysis done by Third Age/Larson Allen.
At the time of submission of our responses, 1 did not have approval to sharc that information. 1
have gotten approval from the Applicant to provide you and the HSDA with portions of the
Larson Allen work relevant to the skilled nursing facility services and the CON for the new
nursing home. The material provided gives an overview of the work donc and a summary of the
conclusions regarding the need for the new skilled nursing facility. Additionally, I am including

slides from a Board presentation on the overall Alexian Village master plan that ought to also
provide some context for the CON.

Please find included three copies with a Supplemental Affidavit. 1f you have any

questions, or if any additional information is nceded to deem the application complete, please
give me a call.

Sincerely,

BRADLEY ARANT BouLT CUMMINGS LLP

ey n

Christopher Purt

CCP/me
Enclosures

Roundabout Plaza 1600 Division Street, Suite 7007 Nashvilte, TN 27203 rHoNt )5 944 2582 T“¥1615.252.6380 BABC.COM
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ALEXIAN VILLAGE OF TENNESSEE

Signal Mountain, Tennessee

CHATTANOOGA AREA DEMAND ANALYSIS
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ThirdAge, a division of LarsonAllen
722 Springdale Drive, Suite 300
Whiteland Business Park

Exton, PA 19341
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ALENIAN YILLAGE OF TENHESSEE
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BACKGROUND

Alexian Brothers Senior Ministries (Alexian Brothers) is 2 non-profit senior living provider based in
Milwaukee, Wisconsin, with various locations throughout the United States. Alexian Brothers has
asked ThirdAge (a division of LarsonAller), a strategic planning, market research and consulting
firm, to conduct a market demand analysis for the Chattannoga-based Alexian Village of
Tennessee (AVT) in order to make several decisions related to master planning for the lifecare

community.
Specifically, the overall abjectives of the analysis are to determine, as follows:
J The optimal location and sizing (i.e. number of beds) for skilled nursing care - both
within Alexian Village of Tennessee and at other locations within the Chattancoga

area;

s The potential demand for licensad assisted-care living {(i.e. ACLF) within the area

(in contrast to Homes for the Aged type beds);
v The impact of home care services on the demand for Alexian Village of Tennessese;

¥ Changing consumer preferences for various amenities and features and residency

on Signal Mountain versus in other areas of Chattanooga, etc.;

F Resident (and external consumer) preferences regarding wellness and dining

venues/services at AVT: and

. The financial impact of moving licensed beds from one location to another - as well
as the potential financial impac! of changing from Homes for the Aged licensure to
Assisted-Care Living licensure. In addition, CON and other regulatory issues will be
considered.

ThirdAge, a division of LarsonAllen
Alexian Village of Tennessee: Chattanooga Area Demand Analysis 1
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This preliminary report summarizes the results of the market research phase of ThirdAge's work -
and is subject to refinement based on the input of Alexian Village of Tennessee and Alexian

Brothars Senior Ministries stafl end Beard.
ThirdAge's market analysis has included the following steps:

s Touring the thres campuses (Alexian Village of Tennessee, Alexian Brothers Valley

Residence and Alexian Grova);

. Developing, reviewing and analyzing a profile of current and recently discharged
residents of Alexian Village of Tennessee, Alexian Brothers Valley Residence and

Alexian Grove in order to develop and confirm the Primary Service Areas;
° Conducting a demographic analysis of the service areas;

o Providing an analysis of the competition (existing and planned) in the Primary

Service Areas;

o Comparing the services, features and amenities offered by Alexian Village of
Tennessee with those offered by competitive communities, as well as those desired

by consumer;

. Conducting focus groups with members of the Wait List and recent move-in's to
AVT,
. Analyzing the historic and current assisted living and skilled nursing utilization

trends within AVT and creating a “rule of thumb” forecast of potential future
utilization;

. Applying appropriate market share, market penetration and market saturation tests

to determine the demand for independent living; and

ThirdAge, a division of LarsonAllen
Alexian Village of Tennessee: Chaltanooga Area Demand Analysis 2
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v Applying appropriate bed need tests to determine the need for assisted living/homes

for the aged, nuising care ahd memory care:

RESIDEMNT PROFILE

ThirdAge reviewed information regarding the profile of AVT's current residents - and limited
information regarding the residents discharged from the Healthcare Center'. ThirdAge also
reviewed Informaticn regarding current and recently discharged residents of both Alexian Grove
(AG)and Alexian Brothers Valley Residence (ABVR). The data was analyzed in order to determine
the primary service area(s) for tha three campuses - in addition, it was used to determine if there
are any trends indicating positive market support for the existing pregrams and facilities or

concerns about the viahility of the existing programs/facilities.
The following provides the highlights of ThirdAge’s analysis:

Marital Status - Approximately 1/3 of AVT's residents are married - with the remainder
widowed (55.3%) or single/divorced (12.2%). As a point of contrast, approximately 83%
of current IL residents at AG are widowed; 11% are single or divorced and 6.5% are

married. Marital status was not provided for the other levels of care. (see Exhibits 1 and 3)

Religious Preference - Religious preference information was available for less than 1/3
of AVT's independent living residents. Of this group (i.e. those for whom religious
preference was known/reported - nearly 36 percent are Roman Catholic, 16% are
Episcopalian and 16% are Presbyterian. In contrast, at AG, 41% of current IL residents are
Methodist, 15% are Presbyterian and 10% are Baptist (only 2.6 were Catholic). An analysis
of the religious preference for AVT’s current healihcare residents disclosed that twenty-

seven percent are Baptist, 22% are Presbylerian and 14% are Catholic. (see Exhibits 1, 3
and 5)

' Resident profile data was not available for The inn.

ThirdAge, a division of LarsonAllen
Alexian Village of Tennessee: Chatlanooga Area Demand Analysis 3
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Origin - As shown in the map in Exhibit 2, 51.5% of current and recently discharged 1L
residents at AVT originated from a polygon-shaped aréa sufrounding Chaltanocga and
Signal Mounitain areas and bordering the slate line to the south. Interestingly, 40.6% of
residents were fron: out of stats, 6.7% of whom were from Georgla. Regarding the current
and recently discharger ! residents of AG (see Exhibit 4), 62.8% of residents originated
from the same polycon-shaped area, while 34.9% were from out of state (16.3% of which
were from Georgia). Nota: origin data was notl provided for AVT's healthcare residents, nar
for ABVR.

Age at Admisgian - The average age at move-in for current I residents of AVT has
ranged from 76 to 78 from 2001 Lo 2008, howaver Whe year-to-date average for 2010 is 83.
The average age at move-in for 2011 to 2009 compares favorahly to the average age at
other CCRC's {which typically ranges from 78 to 82). In contrast, AG's current IL residents
varied in age at admission from 84 to 37 from 2001 to present, with an overall average of
84.8. (see Exhibits 1 and 3)

Additional resident profile data is provided in Exhibits 1, 3, 5 and 6.
PRIMARY SERVICE ARFAS

ThirdAge reviewed the available origin data of current and recently discharged residents and toured
the area surrounding Signal Mountain and Chattanooga. Based on these factors, as well as
ThirdAge's experience in simitar markets, the Primary Service Area for Independent Living (at both
Alexian Village and Alexian Grove) was determined to he the polygon-shaped area as shown on
the following page and in Exhibit 7. Based primarily on the tour of the surrounding area and our
experience working with similar markets, the Primary Service Area for Healthcare (including the
heallhcare components of Alexian Village and the Alexian Brothers Valley Residence) was defined
as a 10 mile radius (with Alexian Village of Tennesses at the center). A map of the Primary Service
Area for Healthcare is illustrated in Exhibit 8.

ThirdAge, a division of LarsonAllen
Alexian Village of Tennessee: Challanooga Area Demand Analysis 4
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The following types of exisling beds are then subtracted from this number in order to account for
the portion of this population already receiving nursing level dementia care: 1) dedicated dementia
care beds in nursing facilities: 2) 20% of the remaining nursing beds in the service arsa to account
for the proportion of dementia patients not currently receiving treatment in dedicated units; and 3)
20% of the beds in assisted living facilities to sccount for providers serving persens with dementia
in these settings. A further assumption was mads that approximately 20% of those persons
diagnesed with sever dementia and not currently receiving care weuld be likely to seek facility-

based care.

The resulting unmet bed need levels ware then adjusted with an annual income qualifier of
$35,000 or $50,000 to further define the potential service population who could afford to pay for

these services on a private pay basis.

The ThirdAge methodology detaifed in Exhibit 32 suggests that there is an unmet need for
approximately 124 to 141 beds if a $35,000 income test is used, or 83 ta 94 beds if a $50,000

incoma tast is applied.

When the demand for memory care nursing beds is compared with the overall demand for nursing
beds - the methadologies suggest that while demand for long stay beds is declining - the demand

for specialty care (in this case memory care) beds is increasing.
INTERNAL BED NEED

ThirdAge developed a 'rule of thurmb' estimate of the internal demand for assisted living (including
memory care) beds and nursing care beds at Alexian Village of Tennessee. The methodology
utilized is not based on actuarial experience - but rather is based on the qualitative experience of
a number of CCRC's with which ThirdAge is familiar.

Inessence, ThirdAge has estimated the current utilization of nursing beds and assisted living beds
by independent living residents at AVT and then has determined the ratio of assisted living use
versus nursing beds use. This column is entitled 'Traditional Calculation’. As shown in Exhibit 33,

approximately 11.5 percent of AVT's independent living population reside within a health care

ThirdAge, a division of LarsonAllen
Alexian Village of Tennessee: Chattanooga Area Demand Analysis 24
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selting (i.¢. the Healthcare Center, The Inn or Valley Residence) on any given day. Of this group -
approximately 2/3 reside in the Healthcare Center and 1/3 reside in either form of assisted living
(i.e. The Inn or Valley Residence). Itis notable that this is the lowest overall percentage of health
care utilization that ThirdAge has seen in the recent past. Moreover, the distribution or ratio of
nursing bed utilization versus assisted living utilization is more typical of what was prevalent inthe

industry or field 10+ years ago.

Currently, itis not unusual to see a fairly equal distribution of nursing bed utilization versus assisted
living bed utilization (i.e. 50% in each). The column entitled ‘Contemporary Calculation’ reflects this
distribution. Assuming that the overalt utilization rate remairis constant (at approximately 11.5%)
AVT would need approximately 22 nursing beds and 22 assisted living beds (including both general

assisted living and memory care assisted living).

If, however, the overall demand for health care beds increases (which is likely to be anticipated),
the demand for beds may increase to approximately 29 of 2ach (reflecting an increase in overall
demand from 11.5% to 15%).

Finally, the column entitled 'Future Calculation' reflects the likely continued shift of caring for more
custodial residents from the nursing setting to the assisted living (in this case the ACLF)

environment,
PRELIMINARY COMCLUSIONS

More specific recommendations are being formulated, however, on a preliminary basis the overall

conclusions are as follows:

» The external demand for nursing beds is likely to remain strong over the next five years -

particularly with the closing of LifeCare Center of Missionary Ridge.

i At the same time, the ability to attract private pay individuals and short stay rehab
patients/residents will depend, in part, on AVT's ability to offer a larger number of private

rooms within a more residential environment.

ThirdAga, a division of LarsonAllen
Alexian Village of Tennessee: Chatlanooga Area Demand Analysis 25
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Certificate of Need Application
CN1406-026
Alexian Village Health and
Rehabilitation Center

Supplemental Question 11 Attachment -
Section C, Economic Feasibility, Item 1
— Architect’s Letter
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June 30, 2014

Ms. Melanie Hill

Tennessee Health Services and Develcpment Agency Tennesses Health Services &
Development Agancy Andrew Jackzon Building

9th Floor

502 Deaderick Street

Nashville, TN 37243

Re:  Alexian Village Health &nd Rehebiitation Center; CN1110-042A
Dear Ms. Hill:

[ am the Managing Partner with RLPS Architects. | have reviewed the estimated project costs
asscciated with the Cetificate of MNaed application te be filed for a replacement nursing home
for Alexian Village of Tennessee in Signal Mountain, Tennessee.

The projected costs chart in the application lists estimated construction casts of $18,433,154.00.
The total square footage of the project is approximately 99,739 SF as noted in the application.
As the project is now complete, the approximate cost per square foot as completed is $184.81.
Based on other projects we have planned and/or completed, these costs are reasonable for a
project of this scope and type.

The new facility has been designed, planned and built according to all applicable building code
and life safety code standards relevant for the state of Tennessee. The listing of the applicable
codes attached to our original letter of October 12, 2011, which was included with the filed
Certificate of Need, is still acourate for the applicable codes for this project. | am also aware that
the Tennessee Department of Health has done a pre-final inspection of the hew facility and
found il to be compliant with all applicable codes and in a condition to be recommended for
approval for occupancy.

Michae! J. Martin, AlA
Managing Pariner

nh
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June 26,2014

Regarding,

Alexian Village of Tennesses
Senior Nursing Facility Censtruction
100 James Boulevard

Signal Mountain, TN 37377

To whom it may concern,

This letter is to inform you that all payments submitted by the contractor on behalf of the
subject project have been remitted to the contractor by the Alexian Brothers Senior Ministries.
The total remitted to date to the contractor amounts to $19,785,208.87. Additionally, the state
of Tennessee requires the project to retain a holdback in an escrow account currently held at the
First Tennessee Bank in the amount of $992,983 .41.

Alexian Brothers Senior Ministries has sufficient reserves to enable the remittance on the
balance of the project.

Respecttully,

. /,-' './f I/_. I ;'{I.._l/

- ;-"_'-{'JA,{"’-- I-}ﬁr’-t’;f-w}‘}
: _." .l _,f'-"
Paul Murphy 7 (~/

Director Treasury and Capital Finance
Alexian Brothers Health System

3040 Salt Creek Lane

Arlington Heights, IL 60005

(847) 385-7125

30440 Salt Creek Lane, Arlington Heights, tHinois 60005

AP IR7I00 fax 8474827035
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HISTORICAL DATA CHART _ Alexian Village of Tennessee

Give information for the last three (3) years for which complete data are available for the facility or agency.
The fiscal year begins in __July (Month). wote 1

Year - 2011 Year-2012 Year-2013

A. Utilization Data (Specify unit of measure) Nate 2 S 37,307 S 36,683 S 35,200
B. Revenue from Services to Patients
1. Inpatient Services - SNF Facility Only S 7,399,847 S 7,216,490 S 6,568,692
2. Outpatient Services - Medicare Part B S 394,158 $ 340,904 S 250,323
3. Emergency Services S S - S -
4, Other Operating Revenue (Specify) ** S 323,524 § 342,737 S 294,732
Gross Operating Revenue S 8,117,529 $ 7,900,130 $ 7,113,747
C. Deductions from Gross Operating Revenue
1. Contractual Adjustments S . S - S —
2. Provision for Charity Care S 53,950 $ 55,299 S 46,385
3. Provisions for Bad Debt S 22,393 S 48,593 S 54,987
Total Deductions S 76,343 $ 103,892 S 101,371
NET OPERATING REVENUE S 8,041,185 S 7,796,238 S 7,012,376
D. Operating Expenses
1. Salaries and Wages - allocated on FTE's S 4,098,374 S 3,545,569 S 2,859,087
2 .Physician's Salaries and Wages S - S - S -
3. Supplies - allocated by department S 1,080,522 $ 1,073,539 $ 380,764
4. Taxes - bed taxes only S 253,650 $§ 253,650 $§ 253,650
5 .Depreciation - aflocated by square feet S 773,489 § 631,096 S 502,234
6. Rent S - $ - $
7. Interest, other than Capital S 63,088 S 58,327 S 97,341
8. Management Fees: S -
a. Fees to Affiliates ) 259,483 $§ 310,216 S 390,447
b. Fees to Non-Affiliates S - S - S -
9. Other Expenses - Specify Note 3 S 2,448,383 $ 2,427,840 S 3,189,475
Total Operating Expenses S 8,976,989 S 8,240,093 S 7,672,998
Other Revenue (Expenses) - Net (Specify) Investment
E. Income/lLosses (net) S - - -
NET OPERATING INCOME (LOSS) S (935,804) S (443,855) S (660,622)
F.  Capital Expenditures
1. Retirement of Principal S e S - S
2. Interest S - S - S :
Total Capital Expenditures S - S - S
NET OPERATING INCOME (LOSS) LESS CAPITAL
EXPENDITURES $ (935,804) $ (443,855) $ (660,622)
CN1406-026 (Alexian) - Supplemenlal Responses 6/30/14 Replacemenl Page 65 of 74
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Note 1 - With the Sponsorship merger from Alexian Brothers Health System to Ascension Health on Jonuary 1, 2012,
fiscal year changed from January 1 to July 1. FY2011 is calendar year, FY2012 wos a short year - 6 months ended,
June 30, 2012 and effecitve for fiscal year 2013 - period cover July 1, 2012 thru June 30, 2013. For this report and as
reported/requested by the State for the Joint Annual Report, we included 12 months of data for fiscal year 2012, which
includes July 1, 2011 - June 30, 2012.

** Other revenue - Restricted/rent. This line is for restricted funds and miscelianeous revenue like rent from physicians
office.

Note 2 - This report includes patient days for the SNF only this is to remain consistent with the prior report for the CON
and on the Joint Annual Report.

Note 3 Other specify detail

Employee Benefits S 1,229,811.96 $ 1,198,967 936461.4623
Purchased and Contracted Services S 437,485.56 $ 475,782 1524990.551
Repairs & Maintenance S 167,256.37 S 82,903 173749.497
Utilities S 318,738.61 S 331,121 327691.8
Property Insurance S 249,026.52 S§ 289,972  182471.496
Other Expenses {Seminars, Travel, & Misc.) S 46,063.99 §$ 49,095 44110.2048

$ 2,448,383.00 $ 2,427,840 3189475011

The allocation method (to the SNF alone versus campus) is specificided below:

Employee Benefits FTEs
Purchased and Contracted Services Patient Days
Repairs & Maintenance Square Feet
Utilities Square Feet
Property Insurance Square Feet
Other Expenses (Seminars, Travel, & Misc.) Patient Days
CN1406-026 (Alexian) - Supplemental Responses 6/30/14 Replacemenl Page 66 of 74
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PROJECTED DATA CHART _ Alexian Village of Tennessee

Give information for the two {2) years following the completion of this proposal. The fiscal
year begins in __July (Month). note 1

Year-2015 VYear-2016

A.  Utilization Data (Specify unit of measure) Note 2 38,326 38,925
B. Revenue from Services to Patients
1. Inpatient Services - SNF Facility Only $ 9,860,866 S 10,863,634
2. Outpatient Services - Medicare Part B S 467,770 S 514,547
3. Emergency Services S - S -
4. Other Operating Revenue (Specify) ** S 333,425 S 343,428
Gross Operating Revenue $ 10,662,061 S 11,721,609
C. Deductions from Gross Operating Revenue
1. Contractual Adjustments ) - S -
2. Provision for Charity Care S 20,400 S 25,000
3. Provisions for Bad Debt S 24,000 S 30,000
Total Deductions S 44,400 S 55,000
NET OPERATING REVENUE $ 10,617,661 S 11,666,609
D. Operating Expenses
1. Salaries and Wages - allocated on FTE's $ 3,253,679 S 3,335,021
2 .Physician's Salaries and Wages $ - S -
3. Supplies - aliocated by department S 539,302 S 550,088
4. Taxes - bed taxes only S 253,650 S 253,650
5 .Depreciation - alfocated by square feet S 931,730 S 950,364
6. Rent S - S -
7. Interest, other than Capital S 3 S 5
8. Management Fees:
a. Fees to Affiliates S 575,071 S 592,323
b. Fees to Non-Affiliates S - S -
9. Other Expenses - Specify Note 3 S 3,892,807 $§ 4,009,592
Total Operating Expenses $ 9,446,239 $ 9,691,038
Other Revenue (Expenses) - Net (Specify) Investment
E. Income/Losses (net) S - S -
NET OPERATING INCOME (LOSS) S 1,171,422 S 1,975,570
F.  Capital Expenditures
1. Retirement of Principal S - S -
2. Interest S - S -
Total Capital Expenditures S - S -
NET OPERATING INCOME (LOSS) LESS CAPITAL
EXPENDITURES S 223,977 S 471,028
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Note 1 - With the Sponsorship merger from Alexion Brothers Health System to Ascension Health on
January 1, 2012, fiscal yeor changed from January 1 to July 1. FY2011 is calendar year, FY2012 was
a short year - 6 months ended, June 30, 2012 and effecitve for fiscal year 2013 - period cover July 1,
2012 thru June 30, 2013. For this report and as reported/requested by the State for the Joint Annual

Report, we included 12 months of data for fiscal year 2012, which includes July 1, 2011 - June 30,

277
** Other revenue - Restricted/rent. This line is for restricted funds and miscellaneous revenue like

rent from physicians office.

Note 2 - This report includes patient days for the SNF only this is to remain consistent with the prior
report for the CON and on the Joint Annual Report.

Note 3 Other specify detail

Employee Benefits S 1,044,331 $ 1,075,661
Purchased and Contracted Services $ 2,021,915 S 2,082,573
Repairs & Maintenance S 90,330 S 93,040
Utilities S 525,856 S 541,632
Property Insurance S 210,375 § 216,686
Other Expenses (Seminars, Travel, & Misc.) $ - S -

$ 3,892,807 $ 4,009,592
The allocation method (to the SNF alone versus campus) is specificided below:
Employee Benefits
Purchased and Contracted Services
Repairs & Maintenance
Utilities
Property Insurance
Other Expenses (Seminars, Travel, & Misc.)
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Staffing Measures
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ALEQIAR VILLA
G71 ALEXIAN WAY
L OURTAIN, T 37377

6 RI0T

=)
1

Overall Rating @

Staffing €

RN Staffing €%

Total Number of Residents

Total number of licensed nurse staff hours per resident per day

RN Hours per Resident per Day
LPN/LVN Hours per Resident per Day

CHA Hours pev Resident par Day

Physical Therapy Statf Hours par Resident per Day

Mooging hotas informatian

+ 114 Criiifier! 2pids

ALELiAn
YILLAGE OF
TENNESSEE
95

1 howir @i 35 minutes

38 minutes

1 hour

2 ho
minutes

3 minutes

in G Wedicare

ey 48
Below Average

friverdrie
Above Averaga

bR v

Average

TENNESSEE
AJERAGE

a0

21 hour and 42 minutes

40 minUtes

;1 hour and 2 minutes

2 hours ard 15

i minutes

i G ninutes

NATIONAL
AVERAGE

378

1 hour and 39
minutes

© 49 minutes

50 minutes

2 hours and 28
minutes

& minutes

CN1406-026 (Alexian) - Supplemental Responses 6/30/14

Page 70 of 74



SUPPLEMENTAL #1
293 June 30, 2014

10:54 am
Patient Qutcome Quality Measures
ALEXIAN VILLAGE OF TRUNEZS it home infermation
Overall Rating €3 itk
Below Average
Cuality Measures (P drdeily e ve
Much Above Average
w» Short-Stay Residents

ALEXIAN TENNESSEE MNATICNAL
VILLAGE OF AVERAGE AVERAGE
TENNESSEE

Percent of shart-stay residents whe szif-1eéport modarate to savere B u% 17 8% 19.2%

pain. !
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Percent of short-stay residents with Pressura ulcers that are new or 73% 0a% 1.2%
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Lawer percenlages are befler,
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PROJECT COMPLETION FORECAST CHA‘R‘O}:‘: 3:;201
Enter the Agency projected Initial Decision date, as published in T.C.A. 68-1 I-légﬁl(é]:r 0/24/2014

Assuming the CON approval becomes the final agency action on that date; indicate the number of days
from the above agency decision dale to cach phase of the completion forecast.

Anticipated Date

DAYS

Fhase REQUIRED MONTH/YEAR
I. Architectural and engineering contract signed n/a Jan-2012
5 Construction documents approved by the Tennessec /a Apr-2012
Department of Health
3. Construction contract signed n/a Feb-2012
4. Building permit secured n/a May-2012
5. Site preparation completed n/a Jul-2012
6.  Building construction commenced n/a Jul-2012
7. Construction 40% complete n/a Aug-2013
8. Construction 80% complete n/a Feb-2014
9. Construction 106% complete (approved for occupancy) n/a Jun-2014
10.  *Issuance of license 60 Oct-2014
I1. *Initiation of service 30 Oct-2014
12. Final Architectural Certiﬁcatioﬁ of Payment 15 Oct-2014
13. Final Project Report Form (HFF0055) 15 Oct-2014

* For projects that do NOT involve construction or renovation: Please complete items 10 and 11 only.

Note: If litigation occurs, the completion forecast will be adjusted at the time of the final determination
to reflect the actual issue date.
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AFFIDAVIT

STATE OF Tennessee

COUNTY OF Hamilton

NAME OF FACILITY: ALEXIAN VILLAGE HEALTH AND REHABILITATION CENTER

I, Robin Baschnagel |, after first being duly sworn, state under oath that | am the
applicant named in this Certificate of Need application or the lawful agent thereof, that |

have reviewed all of the supplemental information submitted herewith, and that it is true,
accurate, and complete.

2t

Slgnature

Robin Baschnagel
Chief Executive Officer
Alexian Village Tennessee

Sworn to and subscribed before me, a Notary Rublic, this the 19'%\ day of June, 2014M
witness my hand at office in the County of cm*_ﬂ:{‘(}t\ , State of

\@%Www OQLAL@@

NOTARY PLLBLIC

My commission expires JJ N (9 , 20 7.
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CERTIFICATE OF NEED
REVIEWED BY THE DEPARTMENT OF HEALTH
DIVISION OF POLICY, PLANNING AND ASSESSMENT
615-741-1954

DATE: August 31, 2014

APPLICANT: Alexian Village Health and Rehabilitation Center
622 Alexian Way
Signal Mountain, Tennessee 37577

CON NUMBER: CN1406-026

CONTACT PERSON: Christopher C. Puri, Esquire
Bradley Arant Boult Cummings, LLP
1600 Division Street
Nashville, Tennessee 37203

COST: $22,718,154

In accordance with Section 68-11-1608(a) of the Tennessee Health Services and Planning Act of
2002, the Tennessee Department of Health, Division of Policy, Planning, and Assessment, reviewed
this certificate of need application for financial impact, TennCare participation, compliance with
Tennessee’s State Health Plan, and verified certain data. Additional clarification or comment
relative to the application is provided, as applicable, under the heading "Note to Agency Members.”

SUMMARY:

The applicant, Alexian Village Health and Rehabilitation Center, a 114 bed Medicare Skilled Nursing
Facility (SNF), owned by Alexian Village of Tennessee, Inc., a Tennessee non-profit corporation
and managed by Alexian Village of Tennessee, Inc., has filed this Certificate of Need (CON) with
the Health Services and Development Agency (HSDA) to replace the current Medicare SNF with a
new facility. The new facility will move from 671 Alexian Way to 622 Alexian Way while remaining
on the Alexian Village campus located in Signal Mountain (Hamilton County), Tennessee 37377.
The project when completed will not result in an increase in the number of licensed or certified
nursing home beds, no new services will be initiated and no services will be discontinued. The total
estimated cost of the project, as noted above, will be $22,718,154. The project, as noted by the
applicant, is being funded from cash reserves already approved and committed by Alexian Brothers
Health System. The cost per square foot is estimated to be $170.00.

The applicant provides a brief history of the initial application CN1110-042A on page 12 of Section
B.2 of the current CON application CN1406-026. On March 28, 2012, the HSDA heard the Alexian
Village Health and Rehabilitation Center’s application to replace the existing 114 bed SNF with a
new 114 bed SNF located on the campus of Alexian Village. The CON was approved by HSDA on
April 25, 2012 with an expiration date of May 1, 2014. The project was not completed within the
time frame established by the HSDA and a request for project extension was filed by Alexian
Village Health and Rehabilitation Center. HSDA determined that the project expired on May 1, 2014
and the applicant was required to submit a new CON application CN1406-026.

This application has been placed on the Consent Calendar. Tenn. Code Ann. § 68-11-1608 Section
(d) states the executive director of Health Services and Development Agency may establish a date
of less than sixty (60) days for reports on applications that are to be considered for a consent or
emergency calendar established in accordance with agency rule. Any such rule shall provide that,
in order to qualify for the consent calendar, an application must not be opposed by any person
with legal standing to oppose and the application must appear to meet the established criteria for

DOH/PPA/...CON#1406-026 Alexian Village Health and Rehabilitation Center
Construction, Renovation, Expansion, and
Replacement of Health Care Facilities



the issuance of a certificate of need. If opposition is stated in writing prior to the application being
formally considered by the agency, it shall be taken off the consent calendar and placed on the
next regular agenda, unless waived by the parties.

GENERAL CRITERIA FOR CERTIFICATE OF NEED

The applicant responded to all of the general criteria for Certificate of Need as set forth in the
document 7ennessee’s State Health Plan.

NEED:
The service area for this project remains Hamilton County. The 2014 population for Hamilton
County is estimated to be 347,451 and in 2016 is estimated to be 350,924, an increase of 1.0%.

The facility when it was originally designed consisted of approximately 101,436 square feet of
space. Due to minor revisions, the actual square footage is, as noted on the Sguare Footage and
Cost Per Square Footage Chart (on page 19 of 74 of Supplemental 1) consists of 99,739 square
feet of space. The facility contains 114 beds that will be licensed by the Tennessee Department of
Health, Board for Licensing Health Care Facilities.

The new nursing home facility replaces an institutional design which does not conform to current
residential treatment models of care which incorporate skilled nursing services for older adults and
intensive rehabilitation services designed for younger clientele. The model chosen by Alexian
Village Health and Rehabilitation Center provides a much more homelike environment for the
residents as compared to the current institutional design. The often cluttered and small community
rooms will be replaced by larger group common areas. The specialized spaces for the intensive
rehab programs and the specialized areas for cognitively impaired residents will improve the ability
of Alexian Village to provide resident care focused upon these very different populations as they
utilize the new facility.

TENNCARE/MEDICARE ACCESS:

Alexian Village Health and Rehabilitation Center will be certified as a 114 bed SNF by Medicare.
The facility will not be certified as a TennCare/Medicaid provider. Gross revenue from Medicare is
projected to be $4,466,400.39 in 2014 and $5,078,537.08 in 2015.

ECONOMIC FACTORS/FINANCIAL FEASIBILITY:

The Department of Health, Division of Policy, Planning and Assessment-Certificate of Need and
Joint Annual Report Section has reviewed the Project Costs Chart, the Historical Data Chart, and
the Projected Data Chart to determine if they are mathematically accurate and the projections are
based on the applicants anticipated level of utilization. The location of these charts may be found
in the following specific locations in the Certificate of Need Application or the Supplemental
Information provided by the applicant:

Project Costs Chart: The Project Costs Chart is located on page 88 of the application.
The total project cost is $22,718,154.

Historical Data Chart: The Historical Data Chart can be found as page 65 in Supplement
1. The Historical Data Chart is from the period 2011-2013. The net operating income (loss)
is as follows ($935,804) in 2011, ($443,855) in 2012 and ($660,622) in 2013.

Projected Data Chart: The Projected Data Chart can be found as page 67 in Supplement
1. The net operating income for the period 2014-2016 is estimated to be ($575,494) in
2014, $223,977 in 2015 and $471,028 in 2016. The projected revenue in excess of
expenditures by the applicant can be seen as a positive factor that will enhance the
financial stability of the facility.
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CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTHCARE:

The project, as stated by the HSDA, in its placement of this application on the Consent Calendar is
viewed as meeting the criteria. The Tennessee Department of Health, Division of Policy, Planning
and Assessment-Office of Health Statistics notes that the project being essentially complete could
enhance the orderly development of healthcare by allowing the facility to complete the HSDA
review process and initiate the licensure and certification process, as the applicant notes in the
description of the project in Section B of the application.

LICENSURE: The current, not the new facility, has been surveyed by the Tennessee Department
of Health, Division of Health, Licensure and Regulation-Office of Health Care facilities on
6/26/2013. No licensure deficiencies were cited under Chapter 1200-8-6 Standards for Nursing
Homes. Deficiencies were noted in regard to Medicare and Medicaid requirements. These involved
care planning for several residents, preserving a sterile field by using bleach to clean a glucometer
used by a resident, among others. A number of deficiencies were cited relating to the current
facility’s physical plant. The new facility, if the project is approved will be inspected by the
Tennessee Department of Health to assure that it meets all applicable building codes and fire
safety regulations and is suitable for occupancy.

SPECIFIC CRITERIA FOR CERTIFICATE OF NEED

The applicant responded to all relevant specific criteria for Certificate of Need as set forth in the
document Tennessee’s State Health Plan.

CONSTRUCTION, RENOVATION, EXPANSION, AND REPLACEMENT
OF
HEALTH CARE INSTITUTIONS

1.Any project that includes the addition of beds, services, or medical equipment will be
reviewed under the standards for those specific activities.

This project does not include the addition of beds, services, or medical equipment.
2. For relocation or replacement of an existing licensed health care institution:

a. The applicant should provide plans which include costs for both renovation and
relocation, demonstrating the strengths and weaknesses of each alternative.

The praject could not be implemented within the existing facility due to the layout of the
facility. The renovation would involve tremendous disruptions to the residents during any
renovation to the current facility and the strategic plan developed with the assistance of
the Larson Allen consulting firm determined that a new facility would prove more
beneficial to the residents.

b. The applicant should demonstrate that there is an acceptable existing or projected future
demand for the proposed project.

Based upon data from the Joint Annual Report of Nursing Homes 2010-2012 published
by the Tennessee Department of Health, Division of Policy, Planning and Assessment-
Office of Health Stalistics, the past occupancy rates for this facility are the best
predictors for the future occupancy of the new facility. The occupancy rate for 2010 was
88%, for 2011 it was 90% and for 2012 it was 88%.

3. For renovation or expansions of an existing licensed health care institution:

a. The applicant should demonstrate that there is an acceptable existing demand for the
proposed project.
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This criterion does not apply to this project.

b. The applicant should demonstrate that the existing physical plant’s condition warrants
major renovation or expansion.

This project does not involve the renovation or expansion of an existing facility.
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